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THE IMPERIAL CONFERENCE 


I. DiscussIoN OR DECISION ? 


HE function of the Imperial Conference, said Mr. 
Mackenzie King on his return to Canada from the 
Conference of 1937, is discussion and review, not decision 
and action. There are signs that this apologetic view of 
the chief conclave of the British Commonwealth is becoming 
generally accepted. Imperial Conferences, said Mr. Neville 
Chamberlain at the final session last July, are not summoned 
to solve any particular problem or to achieve any specific 
result. If, he added, in the course of their deliberations 
the members of these “ family gatherings ” could attain to 
a clearer understanding of one another’s difficulties and 
problems and, in the end, establish a general harmony of 
aims and of policy, then the objects of the Conference had 
been achieved. It is difficult to imagine Mr. Chamberlain 
using such words of an earlier Imperial Conference with 
which he was prominently connected, the Imperial © 
Economic Conference of 1932. Had no more than a “general 
harmony ” of aims and of policy been secured at Ottawa, 
the son of Joseph Chamberlain would hardly have failed to 
express disillusionment. Yet if decision and action could 
be obtained in the extremely complex and difficult field of 
tariffs, need discussion and review be accepted as the sole 
and sufficient end of political Imperial Conferences ? 
Previous Conferences since the war have not been so 
reluctant to decide: permanent organs of co-operation 
have been created, procedure laid down for the conduct of 
diplomacy by Commonwealth members, the constitutional 
structure of the Commonwealth radically reformed. It 
is true that the most memorable products of the Conferences 
of 1926 and 1930—the Balfour report and the Statute of 
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Westminster—were steps in the transformation of the 
British Empire into a Commonwealth of fully independent 
and self-governing nations, a transformation now virtually 
completed. We should, no doubt, be thankful that no 
further decision or action in this direction was needed at 
the Coronation Conference. Yet, just because the inde- 
pendence of the Dominions has been fully established, it is 
all the more necessary that on vital matters of common 
concern the Imperial Conference should secure the greatest 
possible measure of common policy, more permanent and 
centralised means of securing it having been discarded. 
Just because that independence has been assured and tested 
in practice, moreover, agreement should be all the more 
easily attained, since the Dominions need no longer fear 
that the London meetings might be used as a brake on 
their march to full nationhood. 

The Imperial Conference as such has no executive or 
legislative authority. Its decisions, and the actions resulting, 
are the independent decisions and actions of its member 
Governments. Hence its confessed inability to decide or 
act must be due either to the separate inability of those 
Governments to decide for themselves, or to their inability 
to reach common decisions, or to a combination of both 
causes. Some Ministers are temperamentally averse to 
decision that can be evaded or delayed; others, with a 
general election on the horizon, may hesitate to take actions 
that may lose them votes in some quarters without com- 
pensation in others. These accidents of democracy cannot 
be escaped. But there is also growing up a weed of political 
theory that threatens to sap the strength of responsible 
government as it has flourished through generations of 
British history. This is the theory that important executive 
decisions cannot be taken without prior assent of Parlia- 
ment. Here is false and dangerous doctrine. Govern- 
ments cannot govern if they are only administrative 
delegates of parliamentary assemblies. They must indeed 
answer for their decisions to Parliament, and ultimately to 

696 





FOREIGN POLICY 


the electorate, but beyond the detailed process of legislation 
it is the right and the duty of Governments to decide. 


II. ForeiGcn Po.ricy 


N no field is this more important than in the field of 

foreign policy; for it is plain that foreign policy cannot 
be conducted by parliaments. And in no field has the weed 
done more to strangle the proper purpose of the Imperial 
Conference. If a Dominion Prime Minister cannot take 
vital decisions on foreign policy, either at the Imperial 
Conference or elsewhere, because he must first consult his 
Parliament, then the result must be that that Dominion 
cannot have a foreign policy. And in that event there 
can be no British Commonwealth foreign policy, since 
that phrase can mean no more than a communion of six 
independent foreign policies. But could there not be a 
foreign policy for the British Commonwealth less one 
Dominion? In that question is summed up one of the 
major practical issues in Commonwealth relations to-day. 
Perhaps the Imperial Conference has been driven to accept 
a humble view of its own purpose through striving for a 
unanimity that cannot be attained, and failing to gather the 
fruits of partial agreement. Perhaps if it concentrated less 
on the need for speaking with a single voice, its published 
conclusions would be less muffled by the vague generalities 
that fill too much space in the “‘ Summary of Proceedings ” 
of the 1937 Conference.* 

The danger of this line of thinking is obvious. Especi- 
ally in matters of foreign policy, unanimity among the 
British Commonwealth nations has an immense value for 
its own sake. Not only is it unwise to expose to the rest 
of the world apparent fissures which in the event may not 
prove real; great authority attaches to pronouncements 
simply because they can be uttered with a single voice by 


* Cmd. 5482. The bulk of the text of this document is reproduced 
below, pp. 888-905. 
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all the nations of the Commonwealth. In the rather tepid 
phraseology of the 1937 Conference, “the influence of 
each of them in the cause of peace is likely to be greatly 
enhanced by their common agreement to use that influence 
in the same direction”. Moreover, if the Commonwealth 
is not a community it is nothing; for its constitutional and 
political structure derives meaning and vitality only from 
the spirit of fellowship that animates it. A community 
must needs have common purposes, backed by common 
interests. Broad and unformulated as those common 
purposes may be, they must dictate some measure of 
common policy. Neglect of common policy may therefore 
mean the disintegration of the Commonwealth itself. 
There is no simple formula for solving the difficulties of 
Commonwealth relations. Common policy must be based 
on common interests if it is to survive the buffets of internal 
and externalfortune. The integrity of the British Common- 
wealth is indeed an outstanding common interest for all its 
members, but each of them, in Mr. Mackenzie King’s words, 


has a distinct geographical position, with all the consequences 
in differences of neighbours, differences in the nature of the 
international problems each has to face, differences of emphasis 
and preoccupation, that follow. Each has its special economic 
structure, its special racial background, its special constitutional 
and political problem. These differences must receive full 
—_ eration in any responsible and realistic expression of their 
policies. 


In his final speech to the Imperial Conference, Mr. Lyons 
differentiated between fundamental principles, on which 
there was “‘ remarkable unanimity ”, and the methods to be 
adopted for achieving the agreed objectives, on which there 
were “differences of opinion”. He was referring par- 
ticularly to international affairs and defence. The points 
of agreement on foreign policy, however, as they are 
recorded in the Summary of Proceedings, include items of 
method as well as principle. The distinction, of course, is 
not a hard and fast one, but these seem to be fundamental 
principles : the pursuit of peace, and the use of arms for no 
698 





FOREIGN POLICY 


purpose inconsistent with the League Covenant or the 
Kellogg Pact; the elevation of “‘ methods of co-operation, 
joint enquiry and conciliation” above the use of force 
between nation and nation, as the surest guarantee for the 
improvement of international relations and respect for 
mutual engagements ; respect for the aims and ideals of the 
League of Nations, and for disarmament, subject to the 
need to adopt the measures of defence that are essential for 
national security and the fulfilment of international obliga- 
tions; belief in the need for more stable economic and 
financial conditions as a condition of prosperity and peace; 
deliberate repudiation of the view that differences of 
political creed are an obstacle to friendly relations between 
governments and countries. Secondly, the Conference 
agreed on certain methods of achieving these objectives : 
the membership of the League ought to be enlarged; the 
Covenant ought to be separated from the treaties of peace; 
regional agreements are to be welcomed in so far as they 
“can be made to contribute to the cause of peace, and do 
not conflict with the Covenant”; in particular, a regional 
understanding and pact of non-aggression concluded by 
the countries of the Pacific ‘* would be a desirable contribu- 
tion to the cause of peace”; the countries of the Common- 
wealth should co-operate with other nations in examining 
obstacles to the increase of world trade and the improve- 
ment of the general standard of living. 

On one point only did the Conference note differences of 
opinion—and that was a point as much of principle as of 
method. It was agreed, so runs a footnote, that nothing 
in the declaration on foreign affairs should be held to 
diminish the right of the several Governments to advocate 
and support their respective statements of policy on the 
future of the League as submitted at the Geneva Assembly 
of September 1936. If this over-riding clause were to be 
taken at its face value, much of the agreed declaration 
would become mere words, since those Geneva statements 
differed seriously. But there was surely a certain face-saving 
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quality about the clause. For the items of unanimous 
agreement—principles and methods—point in a definite 
direction of policy towards the League of Nations: 
they point away from universal collective security, and 
towards the concept of a League serving as a diplomatic 
meeting ground, a concert of world Powers, a repository 
of law and principle in international affairs, whereby the 
particular content of foreign policies, especially regional 
agreements, may be judged and tested. Conciliation is 
preferred to coercion. Regional agreements are praised. 
The membership of the League, it is urged, should be 
enlarged—and the mention of separating the Covenant 
from the peace treaties in this connection shows that the 
Conference had specially in mind a non-League Power 
which in recent years has spurned the idea of general collec- 
tive security. It may also perhaps have been thinking 
of the United States, whose Assistant Secretary of State 
declared a few weeks ago that 


the Covenant of the League, through its incorporation in the 
tragic Treaty of Versailles, became to all intents and purposes 
in the formative period of the League a method whereby the 
iniquitous and the intolerable moral and material burdens imposed 
upon the vanquished by the victors might be continued for an 
indeterminate number of years. 


It may well be wondered why, when these points so 
clearly emerge from the report of the Imperial Conference, 
they could not have been more openly expressed—why, 
instead, they had to be nominally over-ridden by a saving 
clause which either must itself be meaningless or must 
render futile most of what followed. The answer may 
perhaps be found in a re-examination of the statements of 
policy made at last year’s Geneva Assembly. Although 
the particular character of the Abyssinian affair caused 
South Africa to lean towards a stricter view of sanctions 
than most of her fellow members, it was really only New 
Zealand who stood athwart the main trend of Common- 
wealth thinking about the future of the League. She 
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alone sought to intensify its coercive and punitive functions. 
It seems a fair guess, therefore, that the saving footnote was 
inserted at the instance of the New Zealand Government, 
and was couched in general terms in order to preserve the 
facade of uniformity and to avoid admitting that of six 
independent Governments one was out of step on this 
issue. The result is that a great deal of the effect of the 
report is destroyed. 


II. DEFENCE 


HE difficulties to which the undiscriminating pursuit 

of uniformity may lead emerge even more plainly in 
the section on defence. In the highly-armed and dangerous 
world of to-day, limits are set to foreign policy by defensive 
power, whether that power resides in munitions and men, 
or in geographical situation, or in alliances and under- 
standings with other countries. The geographical situa- 
tions of the several members of the Commonwealth vary 
widely. So do their armament policies, according to their 
different strategic necessities, their different degrees of 
wealth, their different internal political and racial character- 
istics. ‘Their varying national characteristics, moreover, 
affect also the third factor in defensive power, their willing- 
ness and ability to co-operate in defence matters with other 
countries—first and foremost with their fellow members of 
the Commonwealth. Such co-operation is an aspect of 
their external relations, and so the circle of interaction 
between foreign policy and defence in the Commonwealth 
is completed. 

Defence policy, in fact, may be regarded as an aspect of 
foreign policy, the aspect that brings home most closely 
its grim realities. For that reason, it is one of the aspects 
in which co-operation is most necessary and at the same 
time is approached with the greatest reluctance. There is 
not a country that will put in pawn its right to decide for 
itself the terrible issues raised by modern war. Hence 
co-operation in defence, in the Commonwealth as well as 
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beyond it, must be founded, even more clearly than co- 
operation in other spheres, upon common interest. The 
nations of the Commonwealth have the tremendous com- 
mon interest of the integrity of the Commonwealth itself, 
with all that it stands for in civilisation and freedom. But 
it would be foolish to pretend that this interest alone 
appeals sufficiently to political and public opinion in the 
Dominions to serve as a basis for close co-operation in 
defence. More particular common interests—strategic and 
material interests—are needed to reinforce that foundation. 
Just as the extent and nature of those particular common 
interests vary, so there will be variations in the extent and 
nature of practicable and sound co-operation in defence. 
It is therefore unlikely that formulas applicable without 
qualification to the whole Commonwealth can go much 
beyond pallid generalities. So the Imperial Conference 
found. According to the Summary of Proceedings, it 
“considered ways in which it would be possible for the 
Governments concerned to co-operate in measures for their 
own security”. After statements had been made from the 
several national viewpoints, the Conference “ recognised 
the vital importance of measures to safeguard maritime 
communications . .. and to provide naval bases and 
facilities for repairs and fuelling of ships”. It particularly 
applauded the progress made towards the completion of the 
Singapore base. It “ recorded the progress made by the 
several Governments in creating and maintaining an ade- 
quate chain of air bases and refuelling stations along the 
lines of communications between the different parts of the 
Empire”. It endorsed the use of common systems of 
training and organisation, and similar types of munitions, 
whereby each member country would “be enabled to 
ensure more effectively its own security and, if it so desired, 
to co-operate with other countries of the Commonwealth 
with the least possible delay”. With still greater caution 
the Conference approved the interchange of naval, military 
and air-force officers. Having given careful attention to 
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the economic side of strategy—the problem of the supply 
of munitions and military stores and of food and fodder 
in an emergency—it found value in the interchange of 
technical information on this problem, and recommended 
that it be continued, subject to the reservation of complete 
freedom of decision and action by each Government. The 
Conference finally found general agreement among its 
members that the security of each of them could be in- 
creased by co-operation in such matters as the free inter- 
change of information about defence forces, the continuance 
of the arrangements already initiated by some of them for 
concerting the scale of the defences of ports, and—mar- 
vellous portmanteaux—“ measures for co-operation in the 
defence of communications and other common interests ”. 

The detailed exposés of national defence policies that 
preceded these conclusions were no doubt important and 
interesting, especially those delivered by the United King- 
dom Government and the Australian Government, which 
firmly repudiated its critics at home who demand a purely 
local plan of defence. But between those national state- 
ments of policy and the timid generalities to which every 
member of the Conference could publicly subscribe there 
was no recorded bridge, save the declaration by the 
Australian and New Zealand delegations that for their part 
they attached the greatest importance to close co-operation 
in defence matters between the several parts of the British 
Commonwealth. The bridge, nevertheless, exists in prac- 
tice, in the shape of various forms of co-operation which 
necessarily differ as between the several Dominions, with 
their varying strategic needs and their varying degrees of 
suspicion that they may be dragged into “ someone else’s 
wars”. Tostrengthen that bridge of practical co-operation 
is the outstanding problem in Commonwealth defence. 
There cannot be in any strict sense a single defence policy 
for the whole Commonwealth, since there is no single 
Government to carry it out. But there can surely be, for 
instance, a defence policy in the Pacific and Far Eastern 
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zone in which all the Commonwealth Governments would 
patticipate according to their abilities; or in the Mediter- 
ranean zone, or in the connected zone of Africa, where 
indeed there is already a close understanding among the 
several Governments of Commonwealth countries regard- 
ing their respective rdles in the event of war. There can 
surely be a plan governing the economic side of strategy 
among a group of nations which all know that, however 
reluctant they might be to send forces to a war, they would 
wish in any conceivable event to help each other with 
supplies. There can surely be a plan for the co-operative 
development of those chains of naval and air bases which 
they all recognise to be a vital element in their national 
defences. 

All this can be done—and to a large extent is being 
done, though with insufficient decision—without prejudice 
to the undoubted right of each Government to decide 
for itself whether and to what extent to take active part in 
any wat. The Commonwealth is not an organisation for 
tigid and universal “collective security” among its 


members. Nothing proves this more plainly than the con- 
clusions of the Imperial Conference. In Commonwealth 
affairs, as in the affairs of the wider world, it is only when 
that out-of-reach concept is laid aside that practical progress 
can be made towards firm and durable co-operation. 
The Imperial Conference, though it may not have advanced 
very far, set its feet on the right road. 


IV. THE PROBLEM OF SHIPPING 


HERE are other aspects of Commonwealth co-opera- 

tion, having a less direct connection with defence, 
which nevertheless bear very decidedly upon the strength 
and security of its members. Foremost among them is the 
problem of civil communications by air and sea. The 
Conference took note of these problems, and in regard to 
civil aviation it went a good way towards constructing 
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the fabric of a co-operative policy for the Commonwealth. 
It was unanimous in approving the pursuit by the member 
countries of “a vigorous policy in regard to their air 
services, embracing expansion within each of their terri- 
tories and interconnection between members”; and it 
affirmed their willingness “to co-operate with each other 
to the greatest possible extent”. The exact nature of their 
policies and their co-operation was left for the practical 
opportunities of the future to determine. Certain broad 
general principles were laid down, however, especially as 
regatds relations with foreign air services. The Conference 
said nothing of a proposal that had been put forward in 
some quarters for the establishment of a permanent 
Commonwealth air council or committee; but it will be 
generally recognised, as no doubt it was recognised by the 
Conference, that the necessary machinery for the conduct 
of a joint policy can be created with comparative ease and 
tapidity once the will to find and pursue such a policy is 
present. 

That applies equally to shipping problems, of which the 
Conference’s treatment fell far short of the ideal, having 
regard both to their urgency and to their absolutely vital 
character for a maritime empire. The committee entrusted 
with their consideration “ realised that the maintenance of 
adequate British shipping is a matter of common concern 
to the countries of the Commonwealth ”, and that “ British 
shipping in certain areas is seriously prejudiced if not 
threatened with entire elimination ” by the discriminatory 
policies of certain foreign countries. But the concrete 
recommendations to which this recognition led them did 
not in the least match the extreme gravity of the problem. 
In each case of “undue assistance” to foreign shipping, 
to the prejudice of our own, “ there should be an oppor- 
tunity of consultation ” between the different parts of the 
Commonwealth concerned, “in order to determine the 
validity of the complaint and the best means of meeting the 
situation”. Past experience of consultation of this vague 
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ad hoc kind, without any agreed long-term policy, shows 
the hopeless weakness of the system. The Committee 
took account of two particular cases : first that of “ British 
shipping in Middle and Far Eastern waters, having regard 
to the increased competition of foreign flags”, which, it 
was content to note, was being investigated by the Imperial 
Shipping Committee; second, that of the competition of 
subsidised ships in the Pacific between the United States 
and New Zealand and Australia. The latter question had 
already been examined by the Imperial Shipping Committee 
and was then under consideration by the four Govern- 
ments of the Commonwealth concerned. It was therefore 
referred to a sub-committee representing those Govern- 
ments, which, however, was forced to report that its 
discussions had not reached finality. 

And so the question drags on, passed from committee to 
committee and back again to the Governments, while one 
British line formerly serving that route has already been 
driven off the ocean, and others are gravely threatened. 
The problem is no less urgent and even more dangerous in 
the second area to which the Imperial Conference Com- 
mittee referred—Middle and Far Eastern waters. Nor is 
it by any means confined to those two areas. The issue 
may be stated in terms of one or two broad facts. In 
the middle of 1937 steam and motor tonnage under 
the British flag, at 20} million tons, was slightly less 
than it had been in 1914, whereas foreign tonnage had 
increased from 25 million tons to nearly 45 million tons.* 
The proportion of the world’s tonnage registered in the 
Empire had fallen from 45 per cent. to 31 per cent. 
The figure is more favourable if the smaller and older ships 
are excluded, but it is just in the category of new fast ships 
that the competition of subsidised shipping is most keenly 
felt. The four chief subsidising countries—the United 
States, France, Italy and Japan—together increased the 
number of their vessels of over 2,000 tons gross from 1,401 

* Libyd’s Register of Shipping. 
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in June 1914 to 3,291 in June 1936, whereas the number of 
such ships registered in Great Britain and Ireland fell during 
the same interval from 3,906 to 2,873. 

This is not a United Kingdom problem alone. Indeed, 
in the notorious trans-Pacific case the line that has had to 
retire is one administered and registered in New Zealand, 
a line in which both Canada and Australia are directly 
interested as mail terminals. In the Far East the problem 
largely affects the shipping trading with the Dominions, 
India and the crown colonies. Moreover, in its wider 
implications the problem is essentially an all-Common- 
wealth one, if the security of the Commonwealth means 
anything to its members. For nothing would be more 
likely to result in defeat in the event of a renewed world 
war, and therefore in the disintegration and destruction of 
the Commonwealth, than weakness in mercantile marine. 
Merchant ships are required, not only as auxiliaries to the 
armed forces, but even more vitally to transport the supplies 
without which the scattered countries of the Common- 
wealth could not prosecute a war or could not even exist. 


At the outbreak of war in 1914, the British Empire owned 
nearly one-half of the ocean-going merchant shipping of the 
world and could rely upon the tonnage of at least four principal 
maritime countries as allies, apart from neutral tonnage. Notwith- 
standing this, the country was brought close to starvation in 


1917.* 

The Imperial Conference definitely recognised the need 
for co-operation in defence—certain of its members with 
great emphasis—and it wisely took up, as a matter of 
common concern, the problem of supplies in an emergency. 
The logical and immediate corollary should clearly be the 
construction of a Commonwealth shipping policy which 
would arrest and reverse the dangerous trend of develop- 
ments in the world’s mercantile marine. As in other aspects 
of defence and external policy, there can be no question of 


* Report of the Chamber of Shipping of the United Kingdom, 
February 1937. 
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over-tuling the right of every nation of the Common- 
wealth to consider for itself its national needs and to adapt 
its policy to suit them. A Commonwealth shipping policy 
must be built up, like a co-operative defence policy for the 
Commonwealth, upon national policies freely accepted by 
the Dominions and by India as well as by the United 
Kingdom. What is required is a clearer recognition of 
unity of fundamental interest. If some nations of the 
Commonwealth recognise that unity of interest more 
plainly and frankly than others, let their needs and desires 
not be frustrated by the doubts and hesitations of their 
fellows. The world to-day is too dangerous a place in 
which to deceive the mind and confuse public opinion by 
means of verbal generalities. It is a time for decision and 
action, and that should surely be the function of the 
Imperial Conference. If the result of the 1937 Conference 
has shown that its present character and machinery are ill 
adapted for that purpose, then the necessary changes should 
now be occupying the thought and endeavour of leaders of 
public opinion in the different parts of the Commonwealth. 
Perhaps changes are needed less in administrative forms 
than in attitudes of mind, but it is certain at least that the 
need is urgent and that the penalty of neglect will not be 
cheaply paid. 





THE NEW WORLD SITUATION 


I. Has Brrrain A New ForerGn Po.icy ? 


OR fifteen years the foreign policy of the British 

Commonwealth could have been comprised in the 
words “Support of the League of Nations”. It is true 
that that policy has more than once failed—notably in 
Manchuria and Abyssinia—to achieve what most people 
regarded as its principal purpose. Nevertheless, partly 
because the League represented an ideal of world order 
and peace, partly because it helped to solve, in a transitional 
period, the relations between Great Britain and the new 
nations of the Commonwealth, and partly because it seemed 
to stabilise a post-war status quo of which the British 
Commonwealth was one of the principal beneficiaries, the 
League of Nations policy secured almost universal assent. 
A few diehards grumbled at being asked to substitute 
internationalism for nationalism as their faith; a few Left- 
wingers declared that the League was a mere device for 
consolidating the capitalist’s grip on the world; a few 
thinkers asked whether a league of sovereign States could 
ever succeed in maintaining peace, and whether the 
“have-nots” were likely to acquiesce indefinitely in an 
almost unalterable s/atus quo. But these voices did not 
disturb the chorus which was prepared to affirm that we 
needed no other policy than a League policy in our imperial 
and international affairs. 

The events of the last few years, however, have given a 
rude shock to this comfortable view. It is clear, even 
from the jejune pages of the Imperial Conference report, 
that the principle of supporting the League of Nations no 
longer suffices as a definition of British foreign policy. 
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The continued abstention of the United States, the with- 
drawal of Japan and Germany, and Italy’s open defiance in 
Abyssinia of all that the League stands for, have wrecked 
all present hope of that universal membership which the 
proper functioning of the League system clearly requires. 
The adherence of Russia is no adequate compensation on 
the other side. There is a growing realisation that the 
greatest of all the failures of the League may have been, 
not its inability to withstand aggression in Manchuria and 
Abyssinia, but its inability to make the revisions of the 
treaty settlement in Europe which practically everybody 
now admits should have been made in the days of the 
German Republic. That failure paved the way for the 
National Socialist régime and for the achievement by 
unilateral action, based on military strength, of some of 
those changes which the League had been unwilling to 
accord to justice. Finally, universal rearmament, and the 
division of the nations into “ ideological” groups, and 
into those who are satisfied and those who are dissatisfied 
with the s/a/us quo, have once more made power and the 
resolution to use it, rather than the Geneva conference 
table, the ultimately determining factor in international 
politics. 

Present-day British foreign policy, therefore, has perforce 
become much more fluid. It has lost the universality and 
simplicity it had in early League days. It may, perhaps, 
be not unfairly summarised under two heads. On the one 
hand, the nations of the Commonwealth are as firmly 
wedded as ever to the underlying thesis of the League of 
Nations, as the ideal of a pacific international order which 
they seek to bring to practical fruition. They are resolved 
to adapt their own policy to those constructive principles 
of the Covenant which require its signatories to renounce 
war as an instrument of national policy, and to submit 
their disputes to international investigation or arbitration. 
They view this resolve as a practical contribution to that 
budding rule of law for which the League stands. On the 
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other hand, the leaders of the Commonwealth now recog- 
nise that over a large part of the world League principles 
have almost ceased to apply, and that they certainly 
cannot rely upon the League for their own security, though 
in certain regions its members may be able to give one 
another collective support. They believe that the clear-cut 
obligation to provide automatic and universal “ collective 
security ” against aggression, contained in articles 10 and 16 
of the Covenant, must be held in suspense until the League 
commands more universal membership and is equipped 
with more adequate machinery for the collective revision of 
an out-of-date international order than it possesses to-day. 
Perhaps the most significant aspects of the Imperial Con- 
ference report were the absence of all reference to “ col- 


lective security ”, the emphasis on the need for enlarging 
the membership of the League, and the special attention 
given to the measures of rearmament which the several 
members of the Commonwealth are taking, largely recom- 
mended by their geographical position. The most positive 
authentic statement of British foreign policy is probably to 


be found in the declaration * made by Mr. Eden at 
Leamington in November last, with Cabinet approval, 
which defined the matters about which Great Britain would 
go to wart. There is certainly no reason to suppose that 
the other members of the Commonwealth are prepared to 
go further than this in their military commitments, and 
most of them would be unwilling} tof'go so far. 


II. PowER AND PRINCIPLE IN WorLDpD PoLitics 


HE central reason for this new indefiniteness in 
British foreign policy is the reality that governs inter- 
national affairs in a world of sovereign States—a reality 
previously obscured by wat-exhaustion and the idealist 
formulas of the League of Nations. It is that as between 


_ * An extract from Mr. Eden’s speech is printed at the end of this 
article. 
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sovereign States policy is inseparably linked with power. 
Power, of course, and irresistible power at that, belongs to 
the State in its internal policy. Within the State, however, 
power and law-making are in the same hands, and the use 
of state power is restrained, in democratic communities, 
by constitutional checks and procedure, and is exercised, 
at any rate in theory, for the benefit of the community as a 
whole. But in the international field there is yet no law- 
making authority representing mankind as a whole, and no 
international constitutional control over the exercise of 
power. Power and the decision to use it remain in the hands 
of the sovereign States themselves. Although each 
sovereign State may bind its hands by treaties or by a more 
universal and ambitious contract like the Covenant of the 
League, it can at any time, as we have recently seen, re- 
pudiate such contracts and take its own line, unless its 
neighbours can deter it by the exercise of superior power, 
which in the last resort must take the form of war. So 
long as nations can agree there is no risk of war. But 
directly their policies, their interests or their ideals con- 
flict, that risk appears; for the ultimate decision will 
depend, not upon any tribunal’s view of the justice 
of the case, nor upon a majority decision, but upon the 
question which side has the superiority of power, coupled 
with the resolution to face the suffering and cost in- 
volved in using it. This is true whether the conflict be 
between individual nations, or between groups or alliances 
of nations, or between a combination like the League and 
those who dispute its authority or its will. Fidelity to 
moral principles may lend courage and resolution to one 
side, and disregard of principle may weaken the morale 
and determination of the other. But if it comes to conflict 
it will be strength, compounded of both moral and physical 
factors, and expressed in power-diplomacy or war, that 
will decide the issue. 

Universal rearmament and the appearance of deep-rooted 


differences of interest and policy have brought the old 
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brutal reality governing the relations of States with one 
another once mote into full view. It may come as a shock 
to those who thought that contract was a qualification of 
sovereignty. But the rule that in international affairs 
power and the resolution to use it are the governing facts 
will remain true until nations are willing to substitute, 
for the anarchy of national sovereign rights, a federal 
sovereignty which can legislate and can enforce a reign 
of law. There is no war, and there is a reign of law, 
in the United States—an area almost exactly the size of 
Europe and containing every European race—because 
its forty-eight states, while retaining their sovereign in- 
dependence in local affairs, are also members of a federal 
commonwealth which is sovereign in their common affairs. 
When Europe can create an equivalent federal organ for 
the twenty-six sovereignties into which it is now divided 
it will enjoy both law and peace. Indeed, every member 
of the British Commonwealth must now ask itself how 
far the present policy of national self-determination 
within the Commonwealth can be carried, or rather what 
parallel movement of integration is necessary, if self-deter- 
mination is not to end in disaster for the Commonwealth 
as it has already ended in disaster for Europe. Will a 
common Crown without political power, and an Imperial 
Conference meeting for a few weeks every few years, 
suffice to preserve its unity, not only now, when there are 
half-a-dozen independent sovereignties within it, but also 
in years to come when there may be two or three times as 
many ? 


Il]. EAsteERN Europe AS THE KEY 


T is well to keep these ultimate principles in mind, 
because they save us from believing that anything short 
of the federal principle can end war, and from forgetting 
the rdle that force inevitably plays in a world of sovereign 
States. They are, however, of secondary importance in 
dealing with the dangerous controversies that lie in the 
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forefront of international politics to-day. These con- 
troversies are three: the Spanish question, the Far Eastern 
question, and the question of eastern Europe. The out- 
come of these controversies will depend not merely upon 
what we desire, or what we think right in the abstract, but 
mainly upon the strength and the resolution that can be 
mobilised behind the rival points of view. 

The civil war in Spain has its origin in the fact that 
during the nineteenth century Spain lay outside the 
stream of modern progress. Revolution became the only 
road to reform, and in a Europe already torn by the com- 
munist—fascist conflict the smooth triumph of democracy 
proved as impossible as it did in Russia in 1917. However 
we may assess the responsibility for the conflict, the liberal 
republic has been destroyed by the violence of the parties 
both of the Right and of the Left, and force and morale 
alone will decide which of the two sides is going to estab- 
lish its control over the whole of Spain, or whether 
Spain is to remain, at any rate for a time, divided in 
two. Unfortunately, this civil war, while prompting the 
democracies to a policy of non-intervention, deeply affected 
the prospects of stability both of communist and of fascist 
States. Each wanted a victory for its own principles and 
was afraid of the triumph of the rival creed. So the 
fateful intervention from outside began, and once begun 
it soon became merged with the larger Franco-German 
rivalry in Europe and the British-Italian struggle for 
influence and power in the Mediterranean. While nobody 
wishes to see the Spanish struggle expand into a European 
war, France and Russia are unwilling to see the defeat of 
the anti-fascist side for want of assistance, and Italy and 
Germany are not prepared to see Franco defeated for a 
similar reason, So the Non-Intervention Committee 
staggers from crisis to crisis—keeping together as the best 
security against general war but unable to secure real non- 
intervention because neither group trusts the other to fulfil 
its promises or is really prepared to see its own friends 
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overwhelmed. There does not seem, however, to be any 
question that if Great Britain and France choose to take a 
firm line they can prevent either Germany or Italy from 
obtaining any strategic or territorial foothold in Spain; 
for in the western Mediterranean and the Atlantic they still 
possess overwhelming naval and aerial strength if they are 
willing to use it or to make it plain to others that in certain 
eventualities they will use it. It will be a contribution to 
peace for them to make this plain. 

The Far Eastern situation, which is analysed in another 
article in this issue, illustrates the same principle. There 
does not seem to be much doubt that Japan’s advance in 
North China took place in July partly because all Europe 
was preoccupied in Spain and partly because the purge of 
Soviet generals appeared to have paralysed the efficiency 
of the Russian army. Russia’s real power and her readiness 
to act remain unknown, but apparently no other country 
is prepared to intervene with military or economic power, 
and the issue therefore seems likely to turn on whether 
the national spirit of the Chinese will be strong enough to 
oppose Japan and to wear down, perhaps by a type of 
guerilla warfare, her superiority in organisation and 
equipment. 

The third danger-spot—in the long run perhaps the 
most difficult and dangerous of all—is eastern Europe. 
There is the real cockpit of European politics to-day. 
The colonial question has fallen into a secondary place, 
simply because Germany, who is the country principally 
interested in it, cannot enforce her demands for colonies 
by the direct exercise of power except in a world war. 
The colonial question is therefore a matter for negotiation 
and agreement in which the big colonial and naval Powers 
still hold the trump cards. But in eastern Europe it is 
different. In that region there are, in effect, two questions. 
On the one hand Germany—especially the National 
Socialist party which to-day controls Germany—feels 
bitterly about the position of German minorities just 
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beyond her eastern boundary. Let us see how the eastern 
European situation looks through German eyes. Austria 
is forbidden by the Treaty of Trianon to unite with Ger- 
many, even if she wishes to do so. There are three 
million Germans in a Czechoslovakia which has long been 
committed to a pro-French or pro-Russian and anti-German 
policy. Danzig and Memel, historic German cities, are 
forbidden to unite with the Reich. The Polish corridor 
and the position of Silesia, though accepted for ten years 
under Hitler’s German—Polish treaty, are sources of bitter 
grievance to German people. In a sentence, Germany 
claims for Germans in eastern Europe that right of self- 
determination which has been applied to other nationalities 
and was the principle upon which, in theory, the peace 
settlement was based. 

But that is only half the problem. Perhaps the more 
important half relates to the secular struggle between 
France and Germany for power and position. Bismarck 
made Germany, with her allies, the most important Power 
in Europe. The world war left Germany defeated and 
disarmed. Immediately the Anglo-American treaty of 
guarantee against unprovoked aggression had lapsed, 
France committed herself to the policy of maintaining 
an alliance system with Poland and the Little Entente 
designed to give her complete military preponderance 
in Europe and so ensure “integral” fulfilment of the 
Treaty of Versailles. The National Socialist party may 
almost be said to have come into existence to alter this 
position. To a large extent, it has already succeeded in 
doing so. The unilateral disarmament of Germany has 
gone. The unilateral demilitarisation of the Rhineland 
has gone. Reparations and practically all the other minor 
discriminations have gone. Germany to-day is already far 
on the way to being the most formidable military and air 
Power on the Continent. 

The answer of France has been to consolidate her defen- 
sive “ Locarno ” arrangements with Great Britain, and to 
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sign the treaty of mutual assistance with Russia. But her 
alliances with the smaller Powers of Europe ate not so 
tight as they formerly were. If Poland had to choose 
between Russia and Germany she would almost certainly 
side with Germany. Rumania and Yugoslavia are now on 
friendly terms with the Reich. And the old collective 
guarantees against aggression in Europe have been weak- 
ened by the tacit withdrawal of Scandinavia, Belgium and 
the Netherlands from a willingness to take part in auto- 
matic sanctions against any great Power which is in a 
position to attack them militarily, unless they can rely 
upon instant and overwhelming military support from 
elsewhere. There is going on to-day, therefore, a silent 
but none the less intense struggle between France and 
Russia on the one side, and Germany on the other, for 
influence in that fragmented area which lies between 
Germany and Russia. Germany means to become the 
predominant and if possible the exclusive influence there. 
France and Russia are trying to keep as many as possible 
of those smaller States in their own orbit. To-day nobody 
can say, in view of such factors as the economic weakness 
of France, the recent purge of Russia, or the raw material 
shortage in Germany, where the balance of power lies. 
The outcome will depend partly on the relative strength 
and resolution of the two groups, partly on the actual 
policy of National Socialist Germany. Is that policy to 
separate German minorities from their present States and in- 
corporate them within her own frontiers, thus giving herself 
a strategic position of irresistible strength in central Europe 
—a policy that will be fiercely resisted by her neighbours, 
if only because of the imperialist adventures to which it 
might lead? Or is Germany willing to recognise the in- 
dependence of the smaller States, in return for mutual 
economic concessions and mutual good treatment of 
minorities, provided they come into her own orbit instead 
of that of France and Russia, and thus to create a loose 
association under German influence but not German 
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control, somewhat like the Monroe or British imperial 
system—a policy which Europe might accept as a final 
settlement ? 

Of the three main international problems that of eastern 
and central Europe is the one which, if mishandled, is 
most likely to lead to a general war. And it is the one in 
which British policy finds it most difficult to follow a clear 
line. On the one hand the electorates of Great Britain and 
still more of the oversea Dominions view eastern Europe as 
the field in which their own interests are least directly 
engaged, in which they can exercise the least direct military 
force, and in which they are least willing to commit them- 
selves beforehand. Indeed, with a navy which cannot 
reach eastern Europe at all, an army which has practically 
no European expeditionary force, and a home air force 
which is unlikely to reach parity in numbers with Germany, 
the only way in which Great Britain could exert direct force 
would be by turning what might be a local conflict into a 
world war. On the other hand neither Great Britain nor 
any Dominion can be indifferent to alterations in the 


status quo in eastern Europe, especially if they are brought 
about by power politics or war, because of the far-reaching 
effect they may have upon the balance of power in the 
world as a whole. 


IV. AWAKENING IN THE UNITED STATES 


HERE is, however, another aspect of the international 

problem which in the long run, among present-day 
uncertainties, may have decisive influence—and that is the 
changing attitude of the United States. It is not now 
generally remembered that the keystone of the peace 
settlement drawn up by the Big Four in Paris was not 
only American membership of the League of Nations and 
the Reparations Commission but also the Anglo-American 
treaty of guarantee to France. Not only was the United 
States to be a member of the League, but at the heart of the 
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League was to stand a solid democratic defensive core, 
the combination that had won the war. If that project 
had been realised the world would certainly not be in its 
present dangerous disorder; for the security that it would 
have given to France would have made possible a fair 
revision of the treaties in favour of republican Germany, 
instead of that insistence on the indefinite maintenance of the 
Versailles system which has produced Hitlerist Germany. 
Events turned out otherwise. World exhaustion after 
1918, coupled with the illusory stability given to Europe 
by the French alliance system, enabled the United States to 
retire to a complacent isolationism for fifteen years, just as 
it enabled Great Britain to disarm and spend her resources 
on social reform over the same period. Now there has 
come a reaction. Universal rearmament, the Manchurian 
and Abyssinian episodes, and the emergence of totalitarian 
dictatorships claiming world power, have brought about a 
profound change in the American outlook, just as in that 
of the British Commonwealth. The new situation led, first, 
to vigorous American rearmament both by sea and in the air. 
It led, in the second place, to the Neutrality Act, whereby 
the United States sought to prevent the growth of those 
financial and economic entanglements with Great Britain 
and France which a somewhat half-baked interpretation of 
the history of the period from 1914 to 1917 had persuaded 
many Americans to regard as the chief reason for the entry 
of the United States into the world war. It has led, more 
recently, to a definite alignment of the sympathies of 
American public opinion with the democracies in opposition 
to the military expansionism of the fascist Powers. Against 
this attitude there is a minority movement of criticism— 
partially hamstrung by America’s own responsibility for 
making the peace settlement and wrecking the League—to 
the effect that it has been the weakness of British and 
French policy that has undermined the League and the 
Nine Power Pacific treaty, and that some restitution of 
colonies ought to have been made to Germany long ago. 
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But a remarkable article by Mr. Walter Lippmann in the 
well-known American quarterly Foreign Affairs shows that 
under the surface of a public opinion still apparently wedded 
to isolationism—especially from Europe—a new move- 
ment of fundamental thinking is stirring. It points out 
that the Neutrality Act means, in practice and contrary to 
the intention of its original promoters, that “if Britain is 
again at war with Germany, only Britain and her allies 
will be able to supply themselves in the American market ”. 
This is so because they alone, so long as the British navy 
is supreme in the Atlantic, will be able to fulfil the con- 
ditions of the “ cash and carry” plan. But Mr. Lippmann 
goes on to more bedrock considerations. He thinks that 
even the kind of neutral isolationism prescribed in the 
Neutrality Act is possible for the United States only if a 
war is being fought “for a limited objective in a localised 
area”? and not for supremacy of power over the larger 
part of the earth’s surface. His conclusion is best set 
forth in his own words. 


The invisible, the unexamined and unrecognised premise of 
American isolation has always been an international system in 
which naval power in British hands is predominant over all 
other military power. . . . Such an international system existed 
in the century between Waterloo and the Marne, and all our 
preconceptions about world politics implicitly assume the con- 
tinuation of some such system. 

Thus when Americans speak of isolation and of being indifferent 
to the outcome of European wars they have already taken it for 
granted that there exists a power great enough to localise wars of 
aggression. In this situation the concept of neutrality can be 
made to work. But the concept itself rests on a deeper premise, 
on the tacit and unrealised assumption that the onl as a whole 
will remain orderly under the final authority of sea power con- 
trolled by men who on the whole believe in the supremacy of law 
and in government by consent of the governed. Once that 
assumption is upset, once this pivotal organisation of human 
power is seriously disrupted, the basis of neutrality and of isola- 
tion is destroyed. A fatal blow struck at the heart of the British 
“yee would not merely destroy the international unity of the 

mpire; it would mean the destruction of all international order 
as we have known it. 

We have only to imagine our own position if the British 
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supremacy were to collapse under an attack by Germany in the 
North Atlantic, by Italy in the Mediterranean, by Japan in the 
Western Pacific. Could we conceivably be indifferent to such a 
world-shaking catastrophe as that? With whom would we then 
discuss salitiy the idea of naval parity? Would it be possible 
for us not to care about how the innumerable fragments of that 

reat political organisation were disposed of ? We could not 
a indifferent. All that is familiar and taken for granted, like 
the air we breathe, would suddenly be drastically altered. A 
thousand relations to all parts of the world, so well established 
that we forget they exist, would suddenly be broken. The 
disruption of Austria-Hungary has changed the face of European 
politics. The disruption of the British Empire would have 
consequences so incompatably much greater that we cannot 
really imagine them. One might as well have asked a citizen 
of Rome in the time of Augustus to imagine Europe when the 
Roman power had disintegrated. 

Thus, though it is no doubt written in the book of fate that 
Britain will no longer carry on alone the authority she exercised 
in the nineteenth century, it is also written in that book that 
our civilisation is doomed to another dark age unless that 
authority can be a by peoples who intend to live by 
the same political tradition. There is no alternative—except a 


century or more of wars fought savagely and indecisively by 
peoples contending for world supremacy. Whether the power 
that Britain exercised in the nineteenth century is to be per- 


petuated through Geneva is a relatively minor question. The 
great question is whether a nation placed as we are, and desiring 
above all else to live and let live, can preserve its isolation if there 
is no power in the world which preserves the order of the 
world. 

The answer to that question is, I am convinced, that we can 
and that we will stand aside only as long as we feel that there is 
no fatal challenge to the central power which makes for order in 
our world. Our unconscious wisdom is the deposit of a century 
of experience. In that century of American isolation an organic 
and inseparable connection was formed between the life of the 
American nation and an international order held together through 
supreme authority exercised by men who in great matters think 
as we do. We cannot break that connection. We could not 
break it in 1917. We have declared that we cannot break it in 
1937. We shall not break it. In the final test, no matter 
what we wish now or now believe, though collaboration with 
Britain and her allies is difficult and often irritating, we shall 


protect that connection because in no other way can we fulfill 
our destiny.* 


* Foreign Affairs, July 1937, pp. 593 and 594. 
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How far this view represents any widely spread body of 
American opinion it is impossible to say. It is never- 
theless deeply significant, because it shows that some 
Americans are seeing world facts as they really are. There 
can be no peace in the world without government. We 
are a long way from any world government based on the 
federal principle whereby the Philadelphia convention 
in 1787 ended the disorder caused by the sovereignty of 
the disunited states. But after turning back to isolationism 
Americans are beginning to realise that even the Neutrality 
Act will not keep them out of war, if the war is to be 
concerned with the fundamentals of world civilisation. If 
we in the British Commonwealth had strayed too far in the 
belief that a universal peace system could be constructed 
without some pooling of sovereignty, Americans are 
beginning to realise that, in a world contracted by science in 
terms of time and space, action rather than neutrality may 
be the only way of avoiding war. 

That fact may have far-reaching effects in the future. 
The reconciliation of national freedom with international 
security and stability seems likely, in the next phase of the 
world’s advance, to follow the precedent of the Monroe 
system and of the British Commonwealth—the association 
of a number of smaller nations with a powerful State 
which can protect them and preserve order in the group 
—trather than that of the universal association of equals in 
the League. If Spain retains her independence at the end 
of the civil war, if the Far East can settle down again, 
after the latest trial of strength, without igniting a world 
conflagration, if a solution of Germany’s relations with 
eastern and central Europe can be found on some such 
lines as have been described, it may be that international 
tension will relax and rearmament will end. In that event, 
a pacific international order based on agreement between 
the leading world Powers, and on a movement towards 
freer economic intercourse, may perhaps be established, at 
least until some new bone of international contention 
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appears. But it is also possible that these tensions instead 
of relaxing may become more violent, and that the balance 
between fascist, communist and democratic States in Europe 
and Asia may become so even that there will be danger of 
another world conflict between liberty and autocracy even 
more savage than that of 1914. If so, then the policy of 
the United States may be decisive in preventing such a war, 
just as it was decisive in 1917 in winning the war for 
democracy. 

For, if the world does not settle down, the practical 
issue may well be whether a local conflict in Europe or 
Asia must again inevitably drag all nations, one after an- 
other, into a world war. The only method of preventing 
that disaster would be to re-create a concentration of power, 
such as Great Britain herself possessed in the nineteenth 
century after Waterloo, not only invincible to direct attack 
but also strong enough not to feel its own security or the 
world order menaced by political changes in Europe or the 
Far East. Such a concentration could localise conflicts and 
use its political and economic influence to end them quickly 
on terms that did not disturb the world balance. Neither 
Great Britain nor even the whole British Commonwealth 
is to-day strong enough, compared with the rest of the world, 
to restore the nineteenth-century system. The intention 
of the framers of the Paris settlement in 1919 was to estab- 
lish at the heart of the League a combination of liberal and 
democratic Powers which could do this very thing in 
a more impartial and more effective way through the 
machinery of the League, and so maintain the kind of liberal 
international order which Mr. Lippmann says that American 
public opinion has more or less taken for granted. That 
hope was shattered by the withdrawal of the United States. 
But, as Mr. Lippmann suggested in an earlier Armistice 
day address, the nations of the British Commonwealth 
and the United States are together strong enough, by 
reason of their resources and their control of strategic 
positions, to re-create that kind of international order. As 
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its study of international problems develops, public opinion 
in the United States may come to see that its own avoidance 
of war may depend, not upon pacifism or the Neutrality 
Act, but upon a sufficiently active co-operation with other 
democracies to restore, possibly through a modified League 
system, a combination strong enough both to defy attack 
and to prevent local wars from repeating the tragedy of the 
world war. 
APPENDIX 


Extract from Mr. Eden’s speech at Leamington on November 20, 1936 


Our objective is international co-operation throughout the 
world—co-operation in which all the States shall participate. 
It would be wrong and foolish to pretend that nations can only 
co-operate in international affairs if their systems of government 
are similar. ‘That is not true, nor is it desirable. . . . 

There can be no doubt that attempts to uphold international 
law have not benefited from the comparative decline of British 
strength in arms which has existed in recent years. The equi- 
librium is now being restored—nobody but a would-be aggressor 
will complain. But, it may be asked, for what purpose will these 
arms be used? Let me once again make the position in this 
respect perfectly clear. These arms will never be used in a war 
of aggression. ‘They will never be used for a purpose incon- 
sistent with the Covenant of the League or the Pact of Paris. 
They may, and if the occasion arose they would, be used in our 
own defence and in defence of the territories of the British 
Commonwealth of Nations. They may, and if the occasion 
arose they would, be used in the defence of France and Belgium 
reed unprovoked aggression in accordance with our existing 
obligations. They may, and, if a new Western European 
settlement can be reached, they would, be used in defence of 
Germany were she the victim of unprovoked aggression by 
any of the other signatories of such a settlement. 

Those, together with our treaty of alliance with Iraq and our 
projected treaty with Egypt, are our definite obligations. In 
addition our armaments may be used in bringing help to a victim 
of aggression in any case where, in our judgment, it would be 
proper under the provisions of the Covenant to do so. I use 
the word “‘ may ” deliberately, since in such an instance there is 
no automatic obligation to take military action. It is, moreover, 
right that this should be so, for nations cannot be expected to 
incur automatic military obligations save for areas where their 
vital interests are concerned. 
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I. THe Spark 


N the middle of July the anxieties of the peace-loving 

Powers, centred during the past few months on Spain, 
were enlarged by the crisis in the Far East. Trouble in 
North China was not wholly unexpected. The Japanese, 
interpreting more ingeniously than plausibly the Boxer 
protocol of 1901, have been keeping in North China a force 
of 7,000 men, and have been engaged in operations designed 
to create for Japan in that region a “ special position ”—a 
term they have carefully refrained from defining. Friction, 
inevitable between an armed alien force and a population 
that resents their presence, had in recent weeks become 
acute, and an explosion, whether accidental or deliberately 
planned, could hardly cause much surprise. But when on 
July 7 skirmishing began between Chinese and Japanese 
troops, the disposition at first was to regard it as a storm 
which, after a little tumult, would clear the air and be 
followed by a period of greater calm. Wolf! had been too 
often cried in the Far East for there to be anything but 
scepticism about a Sino-Japanese war. Besides, as Mr. 
Eden stated in Parliament, the feeling between China and 
Japan, except on the issue in the North, had in recent 
months much improved; and there seemed to be a growing 
doubt in Japan whether, in dealing with China, blandish- 
ment was not a cleverer line than bludgeoning. 

These hopes of better relations have been utterly dashed, 
and the crisis has changed rapidly from a local to an inter- 
national one. Events have been rapid and confused, 
and those that happened publicly can be understood 
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only by reference to those that happened behind the 
scenes. Nevertheless, by a study of the situation in the 
two countries as it was just before the crisis occurred, 
it is possible to form a picture, at least fairly plausible, 
of the main factors that served to magnify the consequences 
of a clash in itself relatively unimportant. 


II, Fuet, DAmp AND Dry 


HE outstanding event in the Far East in recent 

months had been the return of self-confidence in 
China and the lifting of the gloom which had for so long 
overhung Chinese politics. Those who regard economic 
factors as decisive can point out that the revival dated 
from the currency reform of 1935 and the resulting improve- 
ment of the economic situation. It might nevertheless be 
questioned whether this improvement was well grounded 
or was likely to be permanent. It had been a recovery of 
the urban, rather than of the national, economy; famines 
on a great scale had continued to occur in some of the 
provinces; and the revolution of agricultural technique, 
and of agrarian organisation, which alone can permanently 
raise China’s agricultural output and thus guarantee the 
equilibrium of her balance of payments and the long-run 
prosperity of her trade and industry, remained little more 
than a paper project. Moreover, as the Shanghai corre- 
spondent of The Times pointed out in a survey last May, 
many features of the new currency administration were 
disturbing. 

In spite of these signs of instability, the commercial 
classes in Shanghai, being by nature of an optimistic turn, 
were bent on making the most of their existing prosperity. 
The merchants and bankers faced without apprehension 
the two great settlement days, the New Year and the 
Dragon Boat Festival; and their dependents had ceased 
to fear for their jobs. An inflation, so long as it is moderate 
and does not become fevered, is apt to bring with it an 
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expansion of the mind. Reassured about their own busi- 
ness position, the Shanghai commercial classes were taking 
a rosy view of the position of the nation. Because they 
were no longer pressed by their creditors, they had ceased 
in some measure to be conscious of the pressure of Japan. 

Their optimism was reinforced, and to some extent 
justified, by the increasing success of the Nanking Govern- 
ment. Eighteen months ago an analysis would have 
shown Nanking faced in many parts of the country by two 
competitors for its power, the war-lords and the com- 
munists. By July of this year, the war-lords seemed to 
have made their last throw, and the communists, from being 
hunted enemies, to have become valued, if not trusted, 
allies. After the failure, during 1936, of two formidable 
rebellions, Chiang Kai-shek delivered a counter-attack 
against the war-lords—in Szechuan, Hunan, Kwangsi and 
the north-west—and brought the prestige of Nanking to 
the highest point it had yet reached. The armies of the 
local generals were reduced in size; their administration 
was brought under closer supervision; and, most im- 
portant of all, their finances were put in charge of a nominee 
of Nanking. 

The communists, the other competitor, had not been 
conquered. But it had been known that for some time 
Moscow looked with disapproval upon a continuance of 
the civil war, which weakened Nanking vis-a-vis Japan, and 
which hindered co-operation between Nanking and the 
U.S.S.R. Discussion of a truce seems to have begun as 
early as August 1935. The details of the negotiations that 
followed; the part the communists played during the 
captivity of Chiang Kai-shek at Sian; * and the terms of 
any pact that was concluded, are not, and are not likely to 
be, known to Western observers. Japanese newspapers 
reported that one of the leading communist generals had 
been for some days the guest of Chiang Kai-shek at his 
country home; with him was a son of Chiang, who had 

* See THE Rounp Taste, No. 106, March 1937, pp. 295-307. 
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formerly resided at Moscow, who used to enliven the 
communist press with revelations of the Chiang family life, 
and who now, according to the Japanese, was collecting 
his father’s ideas upon the reorganisation of the Chinese 
red armies. The two communist leaders, Chu Teh and 
Mao Tse-tung, had also, according to the same reports, 
been invited to lecture on tactics to the Kuomintang 
officers whom they had for so long harried. 

The truce, freeing the Nanking Government from its 
commitments upon one front—against the communists— 
turned the full gaze of public attention upon the other 
front—the one against Japan. The pressure upon Nanking 
to resist, and even to take the offensive, had in recent 
months become formidable. It came especially from the 
students and intelligentsia, to whose opinion every Chinese 
Government, however it may treat individual students, is 
singularly sensitive; from the junior officers; from a 
section—not the majority—of Shanghai business men, who 
in the heady atmosphere of recovery did not reflect too 
closely upon the possible consequences of jingo senti- 
ments; and from the communists, whose avowed aim, in 
making the truce, was to contrive war between Japan and 
a united China. It was reinforced by the belief, widely 
held this summer at Shanghai and Nanking, that Japan 
was passing through such a grave political and economic 
crisis that she would go to great lengths to avoid war; 
and by the undoubted successes with which China had met 
whenever, in recent months, she had chosen to withstand 
Japanese aggression. Japan had won no spectacular 
success over China for two years. Last autumn she began 
negotiations to force Nanking to a “final settlement” ; 
the Government, while acceding to minor demands, refused 
to yield on essentials; and Japan did not stir. In De- 
cember, she organised an invasion, by irregular troops from 
Manchukuo, of the North China province of Suiyuan; 
this was repulsed, and again Japan accepted the rebuff. 
In March the Japanese Foreign Minister, under the influence 
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of the business men who, for commercial reasons, wanted a 
rapprochement with China, made a number of statements 
that surprised the Chinese by their mildness rather than 
won them by their friendliness. The impression grew up } 
that Japan was on the retreat, and there was a clamour for 
China to follow up. 

Nanking certainly did not yield to its chauvinists. It 
had recently shown, however, a greater resolution in pro- 
tecting its rights. Measures had been taken to combat 
the Japanese penetration of North China. Central govern- 
ment officials had begun to appear more frequently in 
that region, and the general manager of the Peiping- 
Mukden railway, suspected of conniving at Japanese 
smuggling, was impeached. Relations between Nanking 
and Sung Cheh-yuan, the general appointed two years ago, 
with Japanese consent, to command in North China, 
became more intimate; and Sung, who showed himself to 
be in fact as tenacious as he appeared accommodating, 
countered the diplomatic offensives of the Japanese by 
vanishing at the first sign of them to seclusion in the 
countryside. The Nanking Government ceased to be 
tactfully blind to the irregularity of the existence of the 
East Hopei Autonomous District, an area of five million 
inhabitants near Peiping which in 1936 was seized by a 
pro-Japanese politician, and was administered by him, 
under Japanese protection, as a kind of preserve for the 
Japanese drug traffic and as a strategic jumping-off place 
for smuggling and for Japanese political penetration. Nor 
were reminders lacking that Nanking had never recognised 
the independence of Manchuria. 

Proposals for Sino-Japanese economic co-operation—of 
special interest to the Japanese army, which, in order to 
justify its adventures to an increasingly critical public 
opinion at home, needed to show that they were com- 
mercially advantageous—were politely examined; but of 
all the projects advanced only the air-line, the least likely 
to be profitable, had been taken up. The refusal of Nanking 
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to waive, for Japanese benefit, the law that forbids the 
leasing of land to foreigners, and its veto of an agreement 
between a Chinese and a Japanese corporation whereby Japan 
acquired a coal mine, showed that the other projects—for 
railway building, cotton plantation, and the development 
of the iron industry—had little chance of fulfilment. 
Worse, the army’s political activities had provoked China 
to measures very unwelcome to the Japanese commercial 
interests, such as the regulation of the export to Japan of 
the Chinese cotton crop, greatly needed by Japanese mills. 
In fact, if the Japanese army took a realist view, it must 
have recognised that, after the expenditure of large sums 
of money and of three years of effort, its footing in North 
China had become less, not more, secure. And, if it lost 
its game in North China, the army’s position both in Japan 
and in Manchukuo would come up for reconsideration. 


III, JAPANESE TINDER Box 


HANGES had in the same period been occurring in 

Japan. Their nature, and the situation in Japan, were 
somewhat obscure, Japanese affairs being on the whole 
less adequately reported in the Western press than Chinese ; 
but it was supposed, until the recent crisis began, that 
renewed aggression by Japan on a large scale had become 
less likely than hitherto. 

It appeared that there had been taking place a kind of 
reintegration of some of the conflicting forces and groups 
making up Japanese political life. In all communities 
except totalitarian States (and even there in a disguised 
form) political power is dispersed and shared between 
cliques and parties; but this tendency, if carried beyond a 
certain point, ends in a confusion in which the identity of 
the national government is split. As, in pathological cases 
of human psychology, the personality sometimes disinte- 
grates and divides into two or three distinct characters, so 
in recent years Japan has had its different personalities. 
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The Tokyo Cabinet and rival wings of the army have each 
claimed, at different times and sometimes simultaneously, to 
be and to speak for the nation; and, as the policies for 
which they stood often conflicted, the direction likely to 
be taken by Japan was incalculable and negotiation with 
her was dangerous and baffling. 

The first step to reintegration was the restoration, in 
the course of 1936, of discipline in the army. The army is 
split between officers coming from the hereditary aristo- 
cracy and those coming from the small landowners and 
middle class. The aristocrats are, on the whole, on good 
terms with the great capitalists, in whose hands is concen- 
trated the control, to a degree unusual even in late capitalist 
societies, of the economic life of the country. The middle- 
class officers, on the other hand, are their fierce opponents, 
and demand a system which, though usually called fascist, 
would more resemble the system of the U.S.S.R. than that 
of Germany and Italy. Through their family connections 
with industry and finance, the aristocrats can maintain a 
standard of living that makes them well disposed to the 
established order; and they have a preponderance in, but 
not a monopoly of, the high command. For the middle- 
class officers, promotion is slow and difficult, and salaries, 
even at the top of their profession, do not rise above the 
income-level of a superior bank clerk in England. Both 
wings agree in their aim of foreign conquest; but they 
fiercely disagree upon the way in which, and for whose 
benefit, the conquered territories should be exploited. 

Before 1930, both in the state and in the army itself, the 
middle-class officers were very much the junior partner; 
between 1930 and 1933, having thrown up two gifted 
leaders, Mazaki and the celebrated General Araki, they were 
in virtual control of the Army Council; since 1933 their 
star had been waning. The mutiny at Tokyo in 1936, 
when a number of Cabinet Ministers were assassinated and 
for two or three days strategic centres were held by the 
rebels—one of a succession of similar plots, the others 
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having been detected before reaching an advanced stage 
—was their last throw. With its failure, and with the 
purge of disaffected officers that followed, they have been, 
at least for the time being, brought to order. 

The struggle between the military aristocracy, now 
masters of the army, and the civilians—that is to say, the 
representatives of the bureaucracy and the great capitalist 
interests who are the only civilians with much influence 
upon Japanese politics—seemed to have been terminated 
or suspended, not by the outright victory of one side 
or the other, but by compromise. The issue between 
them was not internal but foreign policy. There were 
differences of opinion between the civilians themselves ; 
the industries and banks concerned with the armament 
industry were, for example, more friendly disposed toward 
the army than were the exporters and the textile manu- 
facturers. But all the civilian interests appeared to be 
more attracted by the idea of a commercial empire, based 
on the cheapness of Japanese goods, than by that of a 
territorial one based upon Japanese arms. They made 
little serious resistance to the army’s conquests as long as 
these did not seem likely to involve war with the great 
Powers. The prospect of solving in Manchuria Japan’s 
raw material problem was also not altogether unattractive. 
The enormous strengthening of the Russian army in the 
Far East, which was clearly provoked by Japanese action, 
and which Japan feared might pass from a defensive to an 
offensive measure; the rearmament of Great Britain; the 
realisation, with the reaction to the German—Japanese 
agreement, of the extent to which Japan had isolated 
herself; the increasing power and prosperity of China, 
and the handicap, as long as the tension lasted, to Japan’s 
reaping the commercial benefits of China’s increasing com- 
mercial demand; the failure, on the other hand, of Manchu- 
kuo as a commercial venture; and the danger to the 
country’s finances and economy caused by the armament 
programme and the strained relations with the great 
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Powers: these considerations caused them to pass from 
passive disapproval to active obstruction. Japan is 
governed by a Cabinet which, according to the constitution, 
is responsible to the Diet, but which is not necessarily com- 
posed of members of the dominant parties; and all Cabinets 
since 1932 have in fact been non-party ones. In the last 
six months, alarmed into action, the parties had, through 
the Diet and by other means, wrecked two Cabinets. 
Though not powerful enough to take over the govern- 
ment themselves, they reaffirmed that the Cabinet could 
not, beyond a certain degree, govern against them; and 
the government, while willing to force new elections, 
shrank from violating the constitution and suspending the 
Diet’s existence. 

To reconcile Cabinet and Diet, military and civilians, was 
the mission of the new Prime Minister, Prince Konoe. 
The selection of Konoe seemed to be an attempt to find, 
among the young and active generation, a counterpart to 
the famous Prince Saionji. Like Saionji, Konoe is an 
aristocrat enjoying the prestige and power of attraction 
which aristocracy still gives in Japan. He has powerful 
connections, and could thus bring pressure to bear upon 
the generals, who are disposed to pay little attention 
to the parvenu civilian, Like Saionji he has travelled, and 
like him again he has the reputation of having, in his 
youth, been disciplined for “ dangerous thoughts”. He 
had the advantage and the handicap of never having held 
Cabinet office: advantage, because he had no political 
past to entangle him; handicap, because he lacked ex- 
perience. He was in fact an untried man, and his appoint- 
ment was a gamble. The experiment indicated to what 
shifts Japan had been put by her recent crises. 

Prince Konoe’s policy, as followed from his position, was 
bound to look two ways. To reassure the civilians, he 
must bring Japan out of her isolation, and he continued the 
policy of the former Foreign Secretary, Mr. Sato, of seeking 
to restore the traditional amity with Great Britain. The price 
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of an agreement with Great Britain, it was understood, 
was the cessation of armed violence against China. 
Simultaneously, to please the army, he was ready to discuss 
the economic policy it put forward. Designed for defence 
purposes, this aimed at greatly increasing, in some respects 
trebling, the industrial output of the country, especially of 
the aviation, shipbuilding and machine tool industries. 
The Planning Board of the Cabinet was instructed to draw 
up detailed projects; and special schools were established 
to train the personnel needed to man the new factories. 
(Japan has a shortage of skilled male factory labour, the 
majority of the workers in light industry, until now the 
most developed branch of her industrial activity, 
being women and children.) The Japanese Empire, 
being deficient to a remarkable degree in raw materials, 
depends for the smooth functioning of its economic life 
upon an export trade sufficient to enable it to import, in 
exchange, minerals, rubber, oils and raw cotton. The 
rising price of raw materials, combined with the check to 
Japan’s export expansion, threatened to cause a crisis. To 
expand, at this stage, the industry manufacturing for home 
consumption, thus at once increasing the demand for raw 
materials and diverting the available supply of material 
and capital from the export industry, was certainly mistimed ; 
and the attempt could only be made if there were to be 
a drastic extension of state control over the national 
economy. To this the business interests would certainly 
put up a very stubborn resistance. 


IV. Risks AND RESPONSIBILITIES 


HE circumstances of both the Nanking and Tokyo 
Governments thus suggested that neither desired 
war; their early actions immediately after the July incident 
suggested that they were making considerable efforts to 
avoid it. 
China’s interest in her relations with Japan, and the line 
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she had consistently followed, was to gaintime. It was fully 
understood at Nanking that while China might hope to im- 
pose a severe strain on Japan, especially an economic strain, 
she could hardly expect military victory. China has no navy, 
and at the outset of a war the ports, on whose banks and 
whose customs revenues the national finances are based, 
would fall to the enemy or would be blockaded. Chiang 
Kai-shek was believed to be in indifferent health. The 
internal situation, in spite of the real improvement, did not 
permit war to be faced with confidence. It was believed, on 
the other hand, that if China could avoid war for five 
years her powers of resistance in the interior, the striking 
force of her air squadrons, and her relations with other 
Powers might so far have improved as to deter Japan 
from any further adventures that might provoke Chinese 
resistance. 

Japan’s interests also pointed towards peace. However 
quickly ended, war would be a financial strain which Japan 
could hardly afford. It would ruin her China trade. It 
would permit the countries with which she competes to 
steal a march on her. Even if completely victorious, she 
could hardly gain economic advantages which were not 
equally, and more securely, attainable by peaceful means ; 
and, exhausted at the end of the war, she would probably 
be obliged by the other Powers, as twice before in her 
history, to forgo the best fruits of victory. War would 
play into the hands of the radical party in the army and 
might thus end the capitalist system in Japan. Mechan- 
isation of the army had only recently begun, and the 
equipment of many units was, by modern standards, out 
of date. War in China would probably mean revolt in 
Manchuria, and possibly—what Japan fears more than 
anything else in the world—intervention by the U.S.S.R. 
Against a Sino-Russian combination success would be 
exceedingly doubtful; and failure would mean social 
revolution. The moderation at first shown by Prince 
Konoe, and the apparent reluctance of Tokyo to mobilise, 
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suggested that these considerations, at least during the 
first days of the crisis, were very much in mind. 

It is of course possible that a minority, reckless of 
consequences, may have been working for war. Alarmed 
by the growing strength of China, some of the generals 
may have been in favour of striking at once, either fatally 
to discredit the Nanking Government by forcing it into 
humiliating surrender, or to destroy it by a “ preventive 
war”. Or the radical officers, whose palmy days were 
those following the Mukden coup in 1931, may have been 
trying to restore their fortunes by staging a similar incident. 
Or, with their exaggerated but genuine fear of communism, 
they may have regarded the pact between Chiang Kai- 
shek and the Chinese red army as a threat which could be 
met only by military action. 

The most plausible explanation seems to be as follows. 
The incident from which the crisis arose was an accident. 
The Japanese garrison in North China decided to utilise it 
to gain control of the North China railways, which are of 
strategic importance to Japan in case she was engaged in 
war with Russia; to redeem their waning prestige; to 
push a little farther their penetration of the North; to 
loosen a little the attachment between Sung Cheh-yuan and 
Nanking; to obtain redress for a number of grievances 
currently worrying them. The rapid collapse of Sung 
Cheh-yuan’s Northern army emboldened them, and con- 
vinced them that, by acting resolutely, they could now 
achieve, at one stroke, the goal which they had expected to 
teach only slowly and by degrees—the setting up of a 
pro-Japanese Government over all North China, and the 
acquisition for Japanese industry of the coal, iron, salt, 
cotton and wool of this region.* In view of the crisis in 


* It has even been suggested that the main cause of the crisis was 
the iron and steel famine in Japan; and that the Japanese army, 
unwilling to see any delay in its armaments programme, decided to 
seize the iron mines and deposits of Hopei. It seems more likely, 
however, that after the incident of July 7 the military saw in it a good 
opportunity to obtain control of the iron fields, than that they 
engineered the incident én order to seize those resources. 
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Russia, and the preoccupation of Europe with Spain, they 
thought the international situation at least as favourable 
for such a coup as it was likely to be at any time in the 
future. The civilians, in part intimidated, in part carried 
away by excitement, fell in with their plans. They counted 
on Chiang Kai-shek’s acquiescing, before a threat of war, 
to a fait accompli, and on his being able to do so without 
fatally endangering his own position. Or if, for reasons of 
domestic policy, he was compelled to resist, they expected 
that the scale of operations would be limited by a kind of 
** gentleman’s agreement”, and that an early and satisfactory 
peace would be arranged. Actual events may show that, 
at one point or the other, the Japanese calculation was 
wrong. ‘The situation was indeed in some respects similar 
to that of Europe in 1914, when the governments played a 
game of bluff with one another, and a situation developed 
from which retreat became impossible. 


V. THe Furure 


HE Nanking armies include, besides great numbers of 

troops of inferior value, 200,000 men equipped and 
trained on a Western pattern, and an air force believed 
to consist of over 7oo planes. But, apart from the 
scarcity of trained pilots, Chinese efficiency in air warfare is 
limited by the lack of factories to supply replacements. 
There can be no doubt that Chinese material and equipment 
is on the whole much inferior to the Japanese. But this 
advantage to Japan would be discounted if the war became 
a guerilla one. For guerilla warfare the Chinese soldier, 
as the Chinese communists have shown, is admirably 
suited, as is also much of the Chinese terrain; Japan would 
find her lengthening communications hard to defend; the 
longer the war lasted, the greater the possibility of financial 
collapse or social disturbance in Japan, of intervention by 
the U.S.S.R., or of mediation by other Powers. Japan’s 
best weapons, on the other hand, are probably a 
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blockade of the coastal ports, and “ silver bullets ”—the 
buying over of local governments and generals. A 
blockade, it is true, cannot be entirely effective. Chiang, 
in the past two years, has hastened the construction of roads 
linking his probable headquarters with the frontiers of 
Indo-China and the U.S.S.R.; and the latter has every 
reason for supplying material and for making good, 
as far as possible, the loss of China’s customs revenues. 
The distances to be covered are, however, very great, and 
the roads imperfect and scarcely suited to heavy traffic. 

This article is being written early in August, when it 
is still a matter of doubt whether general war between 
China and Japan will result. Already, however, the situ- 
ation is such as to provoke discussion of British policy if 
that should happen. Failing the intervention of other 
Powers, it is clear that neither Great Britain nor the 
United States is likely to be involved. If Russia 
became engaged, an entirely new set of considerations 
would of course arise, testing the strength of the 
Japanese—German anti-communist pact. Great Britain has 
a large investment in China, and in particular has been 
basing high hopes upon her economic recovery and the 
demand expected for capital goods. War in any part of 
the world is a potential danger to the Empire. Mr. Eden 
has stated several times that he has been in consultation 
with Washington, that he has suspended the Anglo- 
Japanese conversations while the crisis lasts, and that he 
has offered his services to both sides in helping to preserve 
peace. There is perhaps little else that can be done— 
except to watch vigilantly for every chance of mediation; 
the U.S.S.R., not Great Britain, holds the trump cards 
that could persuade Japan to moderate her policy. 

In the event of war, we should be obliged to make a 
number of decisions—for example, upon our attitude to a 
Japanese blockade, and upon the sale of armaments. It 
would surely be anomalous if, after the line taken in Spain, 


we should sell arms to Japan, about whose responsibility 
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for the Far Eastern outbreak there can be no two 
questions. An embargo on supply to both sides, on the 
American model, might, in the circumstances, be the 
most satisfactory solution. It would be of substantial as 
well as formal importance, since Japan depends for war 
material largely upon imports, and in the present armaments 
race these would not be easy to obtain. It might also 
prevent many difficulties if Great Britain and France were 
to make it perfectly clear that a Japanese occupation of 
Hainan Island, a strategic point from which it would be 
possible to interrupt the communications between Hong- 


kong and Singapore, could in no circumstances be per- 
mitted. 





THE PALESTINE REPORT AND 
AFTER 


HE publication of the report of the Palestine Royal 

Commission * has had at least one effect which has not 
only been immediate, but is also manifestly—and happily— 
irreversible. ‘The report has closed one chapter and opened 
another in the history of the Palestine problem. This 
effect follows from the very nature of the Commission’s 
recommendations. 


I. THE ComMMISSION’s PROPOSALS 


HE gist of the Commissioners’ unanimous proposals 

is that the present mandate for Palestine should be 
terminated; that a new mandate should be conferred on the 
United Kingdom for the administration of a minimum 
territory (an enclave round Jerusalem and Bethlehem with 
a corridor to the coast, and another tiny enclave round 
Nazareth); that the policy of the Balfour Declaration should 
not apply to this zone under the new mandate; and that 
the whole of the rest of the territory that is now being 
administered under the existing mandate—including Trans- 
jordan—should be apportioned between two sovereign 
national States of unequal area: a relatively small Jewish 
State in the west and the north, and a relatively large Arab 
State in the east and the south. This is the plan put forward 
by the Commission under the title of “‘ the Possibility of a 
Lasting Settlement”. The Commission have also, it is 
true, submitted quite different recommendations to meet 
the case of a continuation of the present mandate in its 

* Cmd. 5479. 
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present terms and throughout its present area, but in sub- 
mitting them they have declared that, in their opinion, 
these are not the recommendations that the Commission’s 
terms of reference require. They are only “ palliatives ” 
which “ cannot cure the trouble”. For practical purposes, 
therefore, the Commission’s proposals may be treated as 
consisting in the plan for that “surgical operation” in 
which, in their firm conviction, lies “the only hope of a 
cure” for a “ disease ” which is “ deep-rooted”. On this 
showing, the best service that we can render in this article 
for the readers of THE Rounp TasLE is to concentrate 
attention upon the plan that the Commissioners do put 
forward with a whole-hearted belief that its adoption 
will open the way to the solution of a problem insoluble— 
in their view—on any less radical lines. 

The report is a great state paper which is full of character. 
One of its outstanding features is its extreme intellectual 
ability, a quality frankly admitted by its critics. Another 
feature is its moral courage in facing facts, a virtue that is 
not converted into a vice by giving it the bad name of 
“defeatism”. But there is a third feature in which courage 
and ability are blended, and that is the report’s con- 
structiveness, which is admirable as far as it goes, even if 
we are right in suggesting that in some respects it may not 
go far enough. Bold construction and devastating criti- 
cism ate in this case both crying needs; we have been 
fortunate indeed in being given a report in which these 
needs are largely met; and, since the qualities of the 
critic and the man of action are all too rarely combined, 
this capital feature of the report is a tribute to the per- 
spicacity of His Majesty’s Government at Westminster in 
making its choice of Commissioners. ) 

The negative service (and it is a great one) that the 
report performs is to sweep away a whole cobweb of 
academic attitudes and unrealistic expectations which, for 
years past, have been standing in the way of any effective 
attempt to deal with the Palestine situation, That situation 
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(as the Commission trenchantly point out again and again) 
has itself neither been standing still nor improving, but has 
been going from bad to worse at an ever accelerating pace. 

To begin with, the Commission have shown common 
sense in refusing to be drawn into the labyrinth of con- 
flicting arguments about British pledges. The Arabs and 
the Jews have each taken the line that they are entitled 
respectively to be granted everything that they ask for 
(without regard to practical consequences) if only they can 
demonstrate that their demands are covered, explicitly 
or implicitly, by some authentic British promise. The 
Government at Westminster, for their part, have been all 
too ready to assume that they themselves will be beyond 
reproach if only they can succeed in demonstrating, on 
their side, that their written undertakings are legally com- 
patible with one another and with the terms of the present 
mandate—even though these retrospective British inter- 
pretations of British promises made during the war may be 
demonstrably quite different from other equally reasonable 
interpretations which the Arabs or the Jews, as the case 
may be, actually placed upon these promises at the time 
bona fide and without any immediate expostulation from the 
British Government. 

Again, the Commission have shown up a piece of 
“ British hypocrisy ” over the present mandate, an error 
that has always been tiresome and has latterly become 
pernicious. While the juridical position is that a mandate 
for Palestine has been conferred upon the United Kingdom 
by the Principal Allied Powers to be administered to the 
satisfaction of the Council of the League of Nations as 
advised by the Permanent Mandates Commission, the 
historical fact is that the terms of this legal instrument 
were drafted virtually at the dictation of the Government at 
Westminster in order to incorporate pledges which His 
Majesty’s Government had already given on their own 
account and to implement a policy upon which His Majesty’s 
Government had already decided for themselves. The 
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fiction is one in which, like the Britons that we are, we have 
come almost genuinely to believe. As Mr. Ormsby-Gore 
put it in the House of Commons on July 21, “ the mandate 
in the minds of some people has become a sort of Bible, 
every word of which is inspired”; and he was right in 
adding that “ this is hopeless ”—for how can a document 
be supernaturally sacrosanct when one has drafted it 
oneself for one’s own convenience ? Moreover, time is not 
on the side of the present mandatory régime. To quote 
Mr. Ormsby-Gore again, we cannot any longer go to 
Geneva and say: “The mandate is working all right; 
it can be implemented, and it can never be changed”. 
The Commission give cogent grounds for believing that, 
under this régime, “ peace, order and good government 
can only be maintained in Palestine by a rigorous system 
of repression”. In their opinion, they would be failing 
in their duty if they “ said anything to encourage a hopeful 
outlook for the future peace of Palestine under the existing 
system or anything akin to it”. “ An irrepressible conflict 
has arisen between two national communities within the 
narrow bounds of one small country ”; and “ it is not easy 
to pursue the dark path of repression without seeing day- 
light at the end of it”. 

The Commission give a number of weighty reasons for 
their conclusion that “ the situation in Palestine has reached 
a deadlock”. For one thing, “ self-governing institutions 
cannot be developed in the peculiar circumstances of 
Palestine under the mandate ”—though their development 
is one of the principal duties imposed on the mandatory 
by the mandate itself. “To maintain that Palestinian 
citizenship has any moral meaning is a mischievous pre- 
tence; neither Arab nor Jew has any sense of service to 
a single State.” In these circumstances the mandatory 
Administration in Palestine—which ought not to be made 
a scapegoat for having failed in a task that has proved to 
be an impossible one—has vainly displayed an unwearying 
conciliatoriness and an impartiality so pedantically 
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meticulous that the Commission nickname it “‘ government 
by arithmetic”. But “ conciliation, like impartiality, has 
failed”; and the Administration has been reluctant to 
resort to the w/tima ratio of unsuccessful Governments. 
“The elementary duty of providing public security has 
not been discharged.” Lord Snell was certainly right 
when he said in the House of Lords on July 20 that the 
Commission, in making their findings, were asking us 
“to confess now that we were unable to do what we 
solemnly engaged to do”. But Lord Peel (the Chairman 
of the Royal Commission) was surely equally right, and 
more to the point, in replying that “he saw no discredit 
if we said that we had failed in what we believed to be an 
impossible task”. And Lord Dufferin was unanswerable 
when in the same debate he submitted on the Government’s 
behalf that it was far better to admit defeat and boldly 
change our course “than to attempt ... to disguise a 
failure which affected the lives and the happiness of so 
many thousands of Jews and Arabs alike ”. 


Il. THe Frurrs oF NATIONALISM 


UT why has the present mandate failed? We may 

usefully pause to ask a question that must throw light 
upon the prospects of the Commission’s alternative plan. 
But this raises the prior question : what was the miscalcula- 
tion that led British statesmen, some twenty years ago, to 
believe that the arrangements that have now broken down 
could be made to work? ‘The Commission have probed 
down to this original mistake. It was a “ belief that the 
obligations . . . undertaken towards the Arabs and the 
Jews respectively would prove in course of time to be 
mutually compatible owing to the conciliatory effect on 
the Palestine Arabs of the material prosperity which 
Jewish immigration would bring to Palestine as a whole ”. * 


* Lord Balfour’s biographer, in a letter to The Times of July 29, 
has definitely attributed this view to the author of the Declaration in 
favour of the Jewish National Home. 
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This belief did indeed show a lack of psychological 
insight which it is rather humiliating now to have to confess. 
It was stupid because it assumed that the Palestinian Arab 
would be truer to the type of our own classical political 
economists’ imaginary homo economicus than any European 
or American specimen of humanity had ever yet been 
known to be in real life, while at the same time it assumed 
that this obliging Arab would conveniently remain utterly 
“Oriental” in the sense that he would remain immune 
from the nationalism of our Occidental homo politicus. 
As we must now ruefully admit—after having been taught 
by trial and error—this incongruous pair of expectations 
was pathetically unrealistic. For it is patent that the Arab 
was bound either to be impervious to both elements of our 
Western civilisation or else to be infected by both of them; 
and, as it has turned out (most unluckily for us), the Pales- 
tinian Arab has caught the political virus of our Western 
culture a good deal more violently than the economic one. 

The behaviour of the Palestinian Arab community as a 
whole under the present régime has been governed, not by 
the Arab landownet’s will to profit by selling real estate 
at fancy prices to Jewish buyers, but by the Arab intelli- 
gentsia’s will to be “ like all the nations ” of an irresistibly 
fashionable Western world. Political snobbery has weighed 
with the Arabs more than economic greed. That is hardly 
to their discredit. They have been unwilling to sell for a 
mess of pottage a claim to sovereign national independence 
which they have been taught to regard as their birthright— 
taught by a Western political education which they have 
absorbed through innumerable channels, including our 
own British war-time propaganda. That is why the 
Commission “have found that though the Arabs have 
benefited by the development of the country owing to 
Jewish immigration, this has had no conciliatory effect; 
on the contrary, improvement in the economic situation in 
Palestine has meant the deterioration of the political situa- 

”, They are incontestably right in seeing no hope that 
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material prosperity will operate as a political panacea in the 
future any more than it has worked that way hitherto. 
Nationalism, as Mr. Ormsby-Gore put it without exaggera- 
tion in the House of Commons on July 21, is the “ one 
thing in the world to-day for which men are prepared to 
sacrifice all material interests and the most cherished 
traditions ”’. 

It is the widespread ferment of nationalism—not among 
the Palestinian Arabs only but among all the Arabs in 
Asia and Africa, and not only among the Jewish settlers 
in Palestine but also among the Jews throughout the 
world and among the Gentiles in eastern and central 
Europe—that has latterly brought to a head in Pales- 
tine a local conflict of nationalisms which was perhaps 
bound to break out in any case sooner or later. The 
Commission acutely point out that the present crisis in 
Palestine is the immediate result of two sets of political 
events—one in the Middle East and the other in central 
Europe—which have happened to coincide in date, though 
each has developed independently of the other except in 
the sense that they are both products of the same world- 
wide political movement. 

In the Middle East, where there was not one independent 
Arab State on the map before the war, there is now not a 
single Arab territory, outside Palestine, that has not by 
this time either attained, or come to the verge of attaining, 
its sovereign independence. First Saudi Arabia, then 
Yemen, then "Iraq, then, last year, Egypt have successively 
arrived at this goal; Syria and the Lebanon have concluded 
treaties with France that will bring them their independence 
within three years; and even the Transjordanian half of 
the present British mandated territory already enjoys a 
large measure of autonomy. Cisjordanian Palestine is 
to-day the only fragment of an Arab world extending from 
the Tigris to the Nile and from the Orontes to the Indian 
Ocean that remains under an alien government “ of the 
crown colony type” which is “unsuitable in normal 
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circumstances for governing educated Arabs or democratic 
Jews”. 

These Middle Eastern events are enough to account 
for the present revolt of the Palestinian Arabs against the 
British mandatory régime and against the provision in 
the mandate for the establishment in Palestine of a Jewish 
national home. Zionism has been, in the first place, an 
obstacle to the attainment by the Palestinian Arabs of the 
national independence that has been gained by one Arab 
community after another in the surrounding countries; 
and in the second place it has threatened to deprive the 
Palestinian Arabs not merely of the prospect of inde- 
pendence—which, after all, they have never yet tasted— 
but also of the possession of land and homes that they have 
inherited from their forefathers. And now, during the 
last four years, progress in the building up of the Jewish 
national home in Palestine—the very name of which is a 
monument of the nationalism that has been captivating 
Jewry throughout the world—has been almost sensationally 
intensified as an indirect consequence of the development 
of nationalism in Germany, where under the National- 
Socialist régime a morbid idolisation of a hypothetical 
‘Nordic race” has found expression in a militant anti- 
semitism. An influx of Jewish refugees into Palestine 
out of Germany and neighbouring countries that have 
caught the same infection has thus coincided in date with 
the conclusion of the Anglo-Egyptian, Franco-Syrian and 
Franco-Lebanese treaties last year. Under the double 
pressure of these two sets of events, our long-since em- 
barrassed British attempt to work the present mandate 
has now broken down; and the hard fact of this breakdown 
has forced the Commission to conclude that the only hope 
of a cure for the disease from which Palestine is suffering 
lies in a “ surgical operation ”’. 
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Ill. A SurGicaAL OPERATION 


HE supreme merit of the Commission’s drastic plan for 

a lasting settlement is that—as Lord Peel put it in the 
House of Lords on July 2o—“ it will start both races on a 
new keel and on a new course”. At present, both the 
Arab and the Jewish communities in Palestine are com- 
pletely thwarted politically, since both are living—and 
necessarily so, while they are living together—under an 
alien, crown colony government, whereas each wants 
something quite different, namely, national self-govern- 
ment. The Commission’s surgical operation—and this 
alone—can give both the two parties the substance of what 
they both desire. If the whole of Palestine except two 
small residual enclaves round Jerusalem and Nazareth is 
withdrawn from the British mandatory régime and divided 
between a Jewish and an Arab State, then the Palestinian 
Jews and the Palestinian Arabs will at last each have a 
national home of their own to be masters in. Though 
neither will have, or can have, the whole of their present 
Palestinian arena of conflict for themselves, they will 
each have sufficient territory for their fundamental needs. 
The Arab State will be large and strong enough, when its 
share of Cisjordanian Palestine is united with Transjordan, 
to take its place alongside the existing Arab States that are 
its neighbours. The Jewish State will have room—even 
within its narrower limits—for the close settlement of 
many more hundreds of thousands of east and central 
European Jewish refugees, without being shackled by the 
immigration restrictions that are at present necessarily 
imposed by an alien mandatory authority, which is trustee 
not only for the Jews but also for the Arabs. 

These advantages of the proposed surgical operation are 
indeed enormous, and the Commission’s political surgery 
does not stand condemned because (as Lord Samuel has 
pointed out) “ they have put a Saar, a Polish Corridor, and 
half-a-dozen Danzigs and Memels in a country the size of 


748 





A SURGICAL OPERATION 


Wales ”, and have left a quarter of a million Arabs in a 
Jewish State the size of Norfolk. The surgeon’s knife 
can never be wielded without some cost; but a paralysed 
man to whom the knife has restored the power to walk 
cannot reasonably complain if his leg comes out scarred or 
even partially withered. After all, these corridors and 
enclaves have not been created out of sheer perversity by 
the would-be peace-makers in Palestine, or in Europe 
either. Such blemishes are an inevitable toll upon any 
attempt to draw frontiers and build States on purely 
national bases; for nationalism, after all, is only a grand 
name for tribalism, and tribalism is a rather crude political 
ideal which never can work out in practice very satis- 
factorily. But that does not mean that either the Palestine 
Commission or the makers of the peace settlement of 
1919-20 have been wrong in adopting the view that the 
most statesmanlike course is to make a sincere effort to 
meet the demands of nationalism to the utmost possible 
extent. Though we may regret the hold that nationalism 
possesses over most of mankind to-day, it is folly to ignore 
the fact, as the history of the Palestine mandate shows. 
Nor should prejudice be excited against the proposed 
surgical operation in Palestine by giving it the invidious 
name of “ partition”; for the word “ partition ” implies 
the destruction of some historic or natural unity. In the 
European peace settlement, one such unity—the ancient 
kingdom of Hungary, which coincided with the middle 
Danube basin—was sacrificed on the altar of nationalism, 
while another—the ancient kingdom of Bohemia, co- 
inciding with the upper Elbe basin—was preserved in the 
peace settlement at the cost of withholding national self- 
determination from the Bohemian Germans. But the 
territory that was placed in the peace settlement under a 
British mandate with the label of “ Palestine” is not a 
unity of this Bohemian or Hungarian kind; for its frontiers 
represent neither natural geographical boundaries nor 
historic political divisions. The Arab population of this 


749 





THE PALESTINE REPORT AND AFTER 


arbitrarily delimited area has no traditional “ Palestinian ” 
consciousness. As far as its horizon extends beyond the 
village it embraces the whole of Dar-al-Islam; and the 
capital city to which these Arabs instinctively look is not 
Jerusalem but Damascus. Reunion with Damascus would 
probably mean more to most of them than separation from 
Haifa (or from Tel Aviv!). And as for the Zionist settlers 
in Palestine, they are new-comers who cannot reasonably 
claim an emotional stake in any particular plots of Pales- 
tinian ground beyond the limits of their own settlements, 
with the one immense exception of Zion itself, which is 
equally sacred to Christians and to Muslims; and the 
Commission have proposed to meet the Zionists’ legitimate 
demands by including all but a very small fringe of the 
Zionist settlements in the new Jewish State, while Zion, 
under the new British mandate, is still to remain a common 
possession of Jews, Muslims and Christians. 


IV. BUILDING FOR THE FUTURE 


F the Commission’s plan is open to criticism, it is not 

so much for what it contains as for what it omits. Its 
merit is that it gives both Jewish and Arab nationalism the 
widest possible scope. Its weakness is that it does not, 
perhaps, sufficiently allow for the evident and important 
fact that this provision for a maximum possible satisfaction 
of diverse national aspirations cannot be the end of the 
story. If and when the present mandated territory has been 
successfully carved up into a Jewish national State, an 
Arab national State, and a residual mandated area, what 
are to be the future relations between these three separate 
political entities ? The Commission propose that each of 
the two national States shall enter into a treaty with the 
United Kingdom; but this can hardly be an effective 
substitute for a direct treaty between the two neighbours. 
They also recommend that each of the three entities shall 
be assured of free transit for goods in bond across the 
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territories of the other two; and they express a pious hope 
that the three administrations will go as far as they can 
towards introducing identical customs tariffs. But this 
modicum of political and economic co-operation is surely 
much too little to make the plan really workable, and we 
welcome Lord Samuel’s suggestion (which, so far from 
being an alternative to the Commission’s plan, is a necessary 
complement to it) that “Great Britain, with the full co- 
operation of the Zionist Movement, should assist in forming 
a great confederation of Arab countries ” in the expectation 
that “the hinterland would then come to the markets of 
Palestine ”. 

The whole course of economic development in Palestine 
and throughout the Middle East since the war shows that 
this hinterland is the key to the prosperity of any States, 
whether Arab or Jewish, that may arise on Palestinian 
ground, The great economic event in this part of the world 
since the war has been the conquest of the Syrian desert 
by our modern technique. The semicircle of Arab 
countries—Palestine, Lebanon, Syria, *Iraq—which used 
to be a “fertile crescent” with an almost impassable 
desert between its horns, has been transformed into a 
bow with quite a number of strings to it: an air route, 
a motor route, a pipe line, and possibly a railway to follow. 
In consequence, Palestine—situated, as it is, at the western 
tip of the bow—has become the Mediterranean vestibule 
of a hinterland that stretches away eastwards to Baghdad, 
and even to Teheran. It is paradoxical that in the pre-war 
age, before the desert route was opened up, the Arab 
countries which this route has since brought so close 
together should all have been under a single flag, whereas 
to-day, when science has physically knitted them up, 
nationalism is politically partitioning this area, now for the 
first time a natural unity, into no less than five sovereign 
independent States: an "Iraq, a Syria, a Lebanon, and 
finally a couple of new States, one Arab and one Jewish, 
in Palestine. ‘ Closer union”, to use the apposite African 
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term, is a crying need for south-western Asia; and we 
submit that His Majesty’s Government ought to act on the 
view that one of the indispensable conditions for a lasting 
settlement in Palestine is that a concerted effort should be 
made by the British and French and Arab and Jewish 
Governments to bring these five countries into a close 
association that will be not merely economic but also 
political. 

There are the elements here for a bargain which would 
facilitate a happy settlement of the serious problem of the 
Arab minority that is bound to be netted within the frontiers 
of the Jewish State, however skilfully these may be drawn. 
The Arab States’ command over the Jewish State’s eco- 
nomically vital hinterland is a consideration that ought to 
move the Jewish State, on its side, to deal generously with 
its considerable Arab minority, giving extensive minority 
rights to Arabs who stay, and assisting financially in the 
re-settlement of Arabs who emigrate, in return for an Arab 
assurance that the Arab hinterland will be thrown open to 
Jewish economic enterprise. 

The contribution that a settlement of the economic 
problem could make to a settlement of the minorities 
problem is direct and manifest; but the minorities problem, 
while perhaps the most urgent of the political questions 
that will be raised by the present, and indeed by any, plan 
for a lasting peace in Palestine, is of course not the only 
political factor that has to be reckoned with. Sovereign 
independence means, among other things, responsibility 
for national self-defence; and when sovereignty is con- 
ferred upon different communities which are in physical 
contact with each other at close quarters, and whose 
national feelings have been heated by friction to a supra- 
normal temperature, there is a danger of each party’s 
seeing in its neighbour’s measures for self-defence a menace 
to its own security. Anything like an armaments race or 
a border warfare between the infant successor-States of the 
Ottoman Empire in south-western Asia would be fatal to 
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the prospects of each and all of them; and this is a danger 
that must be exorcised. Under existing and proposed 
arrangements in both the French and the British mandated 
territories, the onus of keeping the peace between the new 
States (in the one case between Syria and the Lebanon and 
in the other between the Arab and the Jewish States in 
Palestine) is being left for the moment to rest on the 
shoulders of the European Powers that have hitherto held 
mandates for the guardianship of these Asiatic countries. 
This, however, is merely a provisional treatment of the 
military problem, and to count on it as a permanent solu- 
tion would be a serious mistake. If the wards are to 
become fully adult, they must eventually manage to settle 
this military problem by direct agreement between them- 
selves, and we believe that they will be able to take this 
final step towards genuine political independence when 
their essential community of interest has been brought out 
by a practical illustration in the economic sphere. 

With such constructive additions, we believe that the 
Commission’s plan is capable of producing a lasting 
settlement not in Palestine only but throughout the rest 
of the Middle East, with which the destinies of Palestine 
ate inextricably bound up. 

It only remains to touch briefly upon the reception of 
the report up to date. The Government at Westminster 
lost no time in announcing that they found themselves in 
general agreement with the arguments and conclusions 
of the Commission, and that they proposed to take steps 
“ to obtain freedom to give effect to a scheme of partition ” ; 
but in the debate in the House of Commons on the nights 
of July 21 and 22 they accepted an amendment to their 
motion on a point, not of policy, but of procedure—to 
the effect that, after the Commission’s proposals had been 
submitted to the League of Nations, a definite scheme, 
framed in the light of them, should be presented by His 
Majesty’s Government to Parliament. At the turn of July 
and August, the Commission’s report was duly considered 
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by the Permanent Mandates Commission; the Council and 
the Assembly have still to pass upon it before it comes 
back to Westminster again. By a large majority the Zionist 
Congress at Zurich, while rejecting the actual scheme 
of partition proposed, authorised its executive to negotiate 
with the British Government for the creation of a Jewish 
State in Palestine, subject to reference back to a newly 
elected Congress. The resolution denied that the national 
aspirations of the Jewish people and of the Arabs of Pales- 
tine were irreconcilable, and offered to seek a peaceful 
settlement with the Arabs “ based on the free development 
of both peoples and the mutual recognition of their re- 
spective rights”. The Arabs, like the Jews, have been 
divided in their attitude; special prominence has been given 
to a Note from the "Iraq Government to the League, de- 
claring that the only hope for a permanent settlement 
“ depends upon the recognition of an integral independent 
Palestine, in which the Jews accept now, once for all, 
the position of a minority”. It is evident that scarcely any- 
body likes the Commission’s plan for its own sake; but it is 
equally evident that nobody has either any workable alter- 
native to put forward in its place or any effective answer to 
give to the Commission’s contention that the present régime 
in Palestine can no longer be made to work. 

In our belief, the proper way to deal with the Com- 
mission’s constructive proposals is not to whittle them down 
but to use them as foundations for a more ambitious piece of 
political architecture. If the three areas into which the 
Commission propose to divide the present British mandated 
territory can be built into the larger structure of a customs 
union—and, if possible, a political association—embracing 
not only the Palestinian Arab and Jewish States and 
mandated area but also all the Arab countries in south- 
western Asia, then the weaknesses in the Commission’s 
design will have been overcome, and “the possibility of a 
lasting settlement”, which the Commission see in their 
plan, will in truth be in sight. 
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HE historian, looking back upon events in Canada 

during the 1930’s, may well come to consider January 
28, 1937, as a most significant date. For on that day the 
Privy Council rendered its decisions on eight of Mr. 
Bennett’s reform measures, and in so doing destroyed once 
for all the hope that social and economic change in the 
Dominion might be directed along national lines by the 
use of existing constitutional powers. From that moment 
it became clear that the Canadian people would either have 
to trust for their salvation to economic forces over which 
they can exercise little governmental control, or else have 
to undertake the exceedingly difficult task of changing the 
constitution in order to make the Dominion Parliament an 
efficient instrument for carrying through a positive national 
policy. As the realisation of this inevitable choice begins 
to sink into the popular mind, Canadian politics are likely 
to become more and more concerned with constitutional 
issues. The defeat suffered by the federal authorities has 
been so serious that, until some new agreement has been 
reached between the Dominion and the provinces, Canada 
will be unable either to set her own house in order or to 
co-operate effectively with her sister nations in the solution 
of world problems. 


I, THE BACKGROUND 


HE reason why so many constitutional questions were 
all referred to the courts together is to be found in the 
peculiar political situation existing in Canada in 1935. It 
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will be remembered that Mr. Bennett went through an 
extremely rapid conversion during his last years in office. 
He began his administration in 1930 as a staunch con- 
servative of the old school; he ended it as an advanced 
liberal, well to the left of Mr. Mackenzie King. In 1930 
Mr. Bennett was endeavouring to cure the depression with 
high tariffs, “sound” money, and rigid government 
economies; by 1934 Canada was off gold, the Ottawa 
agreements had been negotiated, the first Dominion 
matketing Act was in force, and the Stevens enquity was 
busy unearthing the shadier transactions of certain corpora- 
tions and awakening public opinion to the need for 
extensive reforms. In 1935 came an even more rapid 
advance, culminating, in the last session before the general 
election, in legislation to provide unemployment insurance, 
to regulate unfair competition and monopolies, and to 
implement the International Labour Organisation con- 
ventions dealing with limitation of hours, minimum wages, 
and the weekly day of rest. 

Mr. King and his Liberal followers obviously could not 
object to most of this legislation while in Opposition, since 
in principle it had long been part of their party programme. 
Their line of attack upon the Government was not to fight 
the Bills as they were introduced, but to question their 
constitutionality. Both Mr. King and Mr. Lapointe took 
the stand that some of the matters dealt with, particularly 
those covered by the I.L.O. conventions, fell within the 
domain of the provinces, and they thought that the legality 
of the measures was so dubious that the question of legis- 
lative jurisdiction should first be cleared up. When Mr. 
King came into office he accordingly took steps at once 
to discover what the law was. On November 5, 1935, 
making use of the special power under the Canadian con- 
stitution whereby hypothetical questions of law may be 
referred by the executive to the judiciary, he submitted 
eight of Mr. Bennett’s most important statutes to the 
Supreme Court of Canada, Thus was created the rather 
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curious situation of a Government having to defend before 
the courts certain laws which it had itself declared, when in 
opposition, to be w/tra vires. Scarcely the most impassioned 
plea for the Dominion was to be expected under such 
circumstances, and Mr. Bennett has since charged in the 
House that the case for federal jurisdiction was very poorly 
presented to the Judicial Committee. On one question 
decided adversely to the Dominion in the Supreme Court, 
namely, the validity of section 14 of the Dominion Trade 
and Industry Commission Act, providing for the approval 
of certain agreements entered into by industries to avoid 
wasteful competition, Mr. King did not even trouble to 
take an appeal. 


II. THe DEcIsIons 


HE general purpose of the statutes under discussion 
was to give protection to farmers and workers, and to 
remove some of the worst abuses produced by cut-throat 
competition on the one hand and unregulated private 
monopoly on the other. Of special concern to the farming 


population were the Farmers Creditors Arrangement Act, 
enabling compositions to be made between debtors and 
creditors with the purpose of avoiding farm bankruptcies, 
and the Natural Products Marketing Act, under which a 
Dominion marketing board was established to approve and 
enforce marketing schemes adopted by groups of primary 
producers. The latter Act, which was largely modelled on 
English control schemes, had been especially welcome in 
the country. Every one of the nine provinces had adopted 
similar legislation, with the intention of supplementing any 
want of jurisdiction that might exist in the Dominion Act 
viewed by itself. Neither the Supreme Court nor the 
Judicial Committee, however, appeared to consider this 
co-operative effort of any relevance, and held the Dominion 
Act ultra vires because it dealt in part with trade within the 
provinces, which is a provincial matter, as well as with 
trade between provinces or with foreign countries, where 
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Dominion jurisdiction is unquestioned. Thus the entire 
national marketing scheme, supported by the statutes of all 
ten legislatures, fell to the ground through a flaw in one part 
of the Dominion statute. On the other hand, the Farmers 
Creditors Arrangement Act was upheld in both courts as 
being a matter falling within the Dominion jurisdiction over 
bankruptcy and insolvency. 

Four of the statutes were designed to alleviate the position 
of the industrial workers, whose wages, as revealed by the 
Stevens enquiry, had been driven down to shockingly low 
levels in many industries. The first of these, the Employ- 
ment and Social Insurance Act, established a Dominion 
Commission with power to administer an unemployment 
service and an insurance fund collected from compulsory 
contributions by employers and workers. Canada had 
never previously made any provision for unemployment, 
and throughout the depression was, and still is, carrying 
the unemployed on direct dole payments raised through 
taxation or borrowing. The new Act was not based on 
any international convention, and was sought to be justified 
as an exercise of the Dominion power over taxation, over 
trade and commerce, or else over all residuary matters 
affecting the “ peace, order and good government ” of the 
country. The Supreme Court by a majority of 4 to 2, and 
the Judicial Committee, held the Act invalid on every 
ground, Lord Atkin pointed out that just because the 
Dominion can raise a fund by taxation it by no means 
follows that legislation disposing of it is valid. Ottawa, it 
seems, cannot spend its own money in any way it likes. 
Arguing from this position some critics now suggest that 
the present old age pensions legislation in Canada may be 
illegal, since pensions are in part paid out of a Dominion 
fund in much the same manner as was provided in the 
Employment and Social Insurance Act. 

The other three statutes of interest to the working 
population were the Weekly Rest in Industrial Under- 
takings Act, the Minimum Wages Act, and the Limitation 
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of Hours of Work Act. Each of these Acts was based 
upon, and was preceded by ratification of, the related 
I.L.O. convention. Canada has been very slow in the past 
in ratifying the Geneva conventions, partly through doubt 
of her capacity to implement those dealing with matters 
normally of provincial concern, partly on account of the 
laissez-faire attitude of her previous Governments. Mr. 
Bennett determined on a courageous policy of ratification 
and enforcement. This action raised the most important 
constitutional question of all—namely, the right of the 
Dominion to enter into and give effect to purely Canadian 
treaties with foreign countries. In the Supreme Court the 
question was resolved in favour of the Dominion by reason 
of an equal division of votes. Three out of the four 
English-speaking judges upheld the legislation, while the 
two French and one of the English members of the court 
declared it w/tra vires. The Privy Council agreed with the 
latter. The Dominion, Lord Atkin said, has not acquired 
any new legislative capacity by her attainment of Dominion 
status. The British North America Act does not provide 


for her acting alone in international affairs. Section 132 
of that Act says that 


the Parliament and Government of Canada shall have all powers 
necessary or proper for performing the obligations of Canada or 
of any province thereof, as part of the British Empire, towards 
foreign countries arising under treaties between the Empire and 
such foreign countries. 


But it cannot apply here, since these obligations are not 
obligations of Canada as part of the British Empire, but of 
Canada by virtue of her new international status. The 
question of jurisdiction must be decided by reference to 
sections 91 and 92 dealing with the general distribution of 
powers, and here it will be found that the subject-matter of 
the conventions falls within the heading “ property and 
civil rights”, which is assigned to the provinces. Nor was 
there anything to suggest the existence of any “ abnormal 
circumstances ” or “‘ extraordinary peril to the material life 
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of Canada”, which would place these subjects in the 
Dominion residuary clause. The kind of peril that would 
justify invoking this clause must apparently be something 
more serious than the world economic depression. 

The two remaining statutes that were considered in the 
consolidated appeals dealt with the regulation of monopolies 
and unfair trade practices. The Dominion Trade and 
Industry Commission Act set up a new Dominion body with 
power to administer the Combines Act, to investigate the 
use of undesirable competitive methods, and to fix com- 
modity standards by adoption of a national trade mark. 
These regulatory powers were given legal sanctions by the 
addition of section 498A to the Criminal Code, which makes 
it a crime for dealers to give varying rebates to different 
purchasers buying under similar conditions, or to sell at 
unnecessarily low prices in Canada in order to eliminate a 
competitor. Both statutes were upheld by the Privy 
Council, which in this respect overruled part of the Supreme 
Court’s decision adverse to the Dominion claims. 

The immediate result of the decisions, therefore, is that 
the five statutes dealing with control of marketing, unem- 
ployment insurance, minimum wages, limitation of hours and 
weekly day of rest were totally invalidated, while the three 
relating to farm debts, the Trade and Industry Commission 
and criminal trade practices were maintained in full save for 
the one point, noted above, on which no appeal was taken. 
From the social and political aspect, however, the import- 
ance of those declared w/tra vires far outweighs those that 
were upheld. 


III. THE CoNsEQUENCES 


ONSTITUTIONAL experts in Canada are now busy 
trying to fit the decisions into the general body of 
Canadian constitutional law, and to estimate their effects 
upon the working of the constitution in the future. The 


entire June number of the Canadian Bar Review was devoted 
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to this discussion, to which many authorities contributed. 
Certain important conclusions emerge. First and foremost, 
it is obvious that Canada’s international position has been 
grievously injured as a result of her inability henceforth to 
give legislative effect to international conventions touching 
upon property and civil rights. This interpretation, which 
virtually overrules the previous decision of the Judicial 
Committee in the Radio case, throws the whole treaty- 
making power of the Dominion into the utmost confusion. 
In the words of Dean MacDonald of the Dalhousie Law 
School, 


The source of treaty-performing power in Canada now turns 
first upon the type of treaty, #.e., upon how and by whom it was 
brought about, etc. If it is of one type (Empire) the power 
resides in section 132; if of another (Canadian) the power resides 
(2) in section 92 or (d) in section 91, and in the latter case it may 
reside either in (i) the enumerated heads or (ii) (in case of national 
emergency) in the “ Peace, Order and Good Government ” 
clause. ‘This is the judicial labyrinth through which Canadian 
diplomats and Canadian legislators must be able to see their ways 
if effective treaties are to be made, while their legal advisers will 
be tortured by very real doubts as to what constitutes an 
“‘ Empire ” treaty under section 132 and whether “ conventions ” 
differ from “ treaties ” for this purpose, and how far either differs 
from “ inter-governmental agreements ” ; and by the inescapable 
necessity of determining whether the topics covered, or to be 
covered, by the document are in pith and substance in relation to 
“classes of subjects” assigned to the Dominion or to the 
provinces. 


To put the matter another way, the Privy Council now 
informs Canadians that their achievement of Dominion 
status has destroyed their national unity in world affairs : in 
regard to an “Empire” treaty the federal Parliament is 
fully competent to legislate even for provinces, but in 
regard to a Canadian treaty the federal Parliament is in- 
competent over a whole range of important matters. 
Dominion status, it appears, raised the international position 
of the provinces and lowered that of the Dominion. This 
reductio ad absurdum represents the actual state of affairs, 
unless some future Judicial Committee will distinguish 
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I.L.O. conventions from full treaties made between Heads 
of States, and will allow the Dominion to enforce the latter. 

Two further constitutional consequences of the decisions 
ate of far-reaching effect. The Dominion residuary clause 
is to all intents and purposes ruled out of the constitution. 
An emergency power whose use the world crisis does not 
justify is no power at all. The Canadian federation has 
become one in which the central body has specified powers 
only, while the provincial bodies have both specified and 
residuary powers. ‘The “ property and civil rights ” clause 
of section 92 has been expanded beyond reason, to include 
all the important new subjects of legislation, even to the 
implementing of certain Canadian treaties. Judicial inter- 
pretation, almost exclusively the work of the Privy Council, 
has thus completely reversed the text and intent of the 
framers of the original Act, who deliberately avoided the 
American model in which all powers not named were 
reserved to the states or to the people. In the years to 
come this principle of interpretation will continue to 
decentralise Canada, as laws become more and more con- 
cerned with social and economic matters not named in 
sections 91 or 92. And, secondly, the decisions cast grave 
doubts upon the utility of Dominion-provincial co-opera- 
tion as a way round constitutional difficulties. It seemed 
logical to suppose that if every legislature in Canada agreed 
to carry through a particular policy and so legislated, all 
questions of jurisdiction would be overcome, since there 
would be a general pooling of every necessary power. This 
method is being used for old age pensions and for the 
settlement of industrial disputes, but it did not avail to 
save the Marketing Act. The courts do not intend to 
be deprived of their legal subtleties by any legislative 
unanimity. 

The social and political consequences of the decisions are 
less. easy to foretell but are of more immediate concern. 
The first whole-hearted attempt in Canada to deal with the 
problems arising out of the depression has been frustrated 
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by the courts, exactly as occurred in the United States. 
Canada is now back approximately where she stood in 1929. 
The basic problems are still unsolved, and the fact that the 
Dominion Parliament seems to lack the power to solve them 
dampens: the ardour of reformers and creates a sense of 
futility inimical to progress. Provincial reforms and 
provincial legislation are helpful up to a point, but cannot be 
an adequate substitute for Dominion action, since the pro- 
vinces never pursue a uniform or consistent policy and are 
themselves hampered by lack of jurisdiction and of money. 
While the obvious remedy is to set about amending the 
constitution, the obstacles in the way of this solution are 
enough to deter even the hardiest statesman. There has 
never yet in the history of the Dominion been any amend- 
ment to sections 91 and 92 of the British North America 
Act, and there is not even in existence an agreed method of 
amendment. Moreover, provincial and sectional feeling is 
running high. The leaders in the provincial fields, like 
Mr. Hepburn in Ontario, Mr. Duplessis in Quebec, and 
Mr. Aberhart in Alberta, are more colourful and certainly 
much more daring than Mr. King and his colleagues, and 
tend to prevent a unity of political thought in the country, 
The French Canadian nationalists in particular will drive a 
hard bargain before they surrender an inch of Quebec’s 
autonomy; the Privy Council has played fairy godmother 
totheircause. Bold leadership from Ottawa, a well-devised 
and simple scheme of amendment and several years of 
public education will be necessary before any movement for 
constitutional reform is likely to be successful. At the 
moment all three prerequisites are wanting. The recently 
appointed Royal Commission upon the financial relations 
between the Dominion and the provinces should prove 
helpful, since financial problems are inseparable from those 
of legislative jurisdiction over the costly social services, 
but it will obviously be some time before a report from this 
body can be expected. Meanwhile there is a feeling that the 
sands are running out. 
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The appeal to the Privy Council has been criticised many 
times in Canada. That a self-governing Dominion should 
continue to use an external court staffed by nationals of 
another part of the Commonwealth as its final court of 
appeal is an anomaly which no logic can justify. The effect 
of the recent decisions has been to crystallise the opinion 
opposed to the appeal. It is now being pointed out that 
the somewhat haphazard method of selecting the judges who 
will hear any particular case results in a discontinuity of 
personnel which is reflected in the confusion in the stated 
law. Nota single member of the board that heard these 
recent appeals was a member of the board that decided the 
Radio case in 1932; yet the Radio reference was far and 
away the most relevant previous decision. Only two out 
of the five members were present at the Aeronautics hearing. 
Canadian constitutional law, after seventy years of in- 
dependent development, is a comprehensive and difficult 
subject. No ad boc tribunal, out of touch with Canadian 
sentiment, can bring to the interpretation of that law the 
nice balance between legality and wise adaptability that is 
needed in the evolution of every written constitution. 


Canada, 
July 1937. 





BOOMS, SLUMPS AND 
ARMAMENTS 


I. Frve YEARS OF RECOVERY 


ORE than five years have now passed since the first 

hesitant signs of world recovery appeared. In July 
1932 prices on the London and New York stock exchanges 
touched their lowest points, as did those of many of the 
most important world commodities ; at about the same time 
the British unemployment figures, adjusted for the normal 
fluctuation from season to season, reached their peak. 
Australia, first to feel the effects of the world slump, was 
already giving definite evidence of recovery. In Great 
Britain, the depreciation of sterling was beginning to show 
its effect in insulating the British economy from further 
deflation. ‘The success of the Lausanne reparations con- 
ference, coming at the psychological moment, induced the 
first burst of confidence in the world’s markets. The 
corner had been turned. 

Five years, judging by all past experience, is a long 
(though not unprecedented) time for the upward phase of 
the trade cycle to last. Not unnaturally, then, the horizon 
of the immediate future is being scanned with increasing 
cate by those responsible for business and government. 

To the general public, the world still appears deep in 
depression. That conclusion would, indeed, seem in- 
escapable if one gave but a superficial glance at some of the 
more generally understood indicators of the state of trade. 
International trade, for example, lags far behind internal 
revival. Unemployment in Great Britain is still more than 
a third higher than the figure that was considered proof of 
depression in 1929; the unemployed of the United States 
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remain in their uncounted millions. But these surface 
indications are deceptive. In Great Britain, at least, there 
are many signs that the slump is over, and even that the 
boom has arrived. Unemployment may stand at over 
1,300,000; but there is a definite shortage of skilled labour, 
except in one or two industries. While exports are running 
at only four-fifths of their 1929 volume, many domestic 
trades show astonishing activity. Steel production is 
more than a third larger than in 1929; there are twice as 
many cats on the roads as there were eight years ago; 
neatly double the number of houses are being built; the 
output of rayon is not far from three times as large. 

Slowly the recognition that the depression—in its cyclical 
aspect, at least—is past is spreading over public opinion. 
We have lived through too many lean years since 1929 to 
change quickly our habits of economic thought. But 
subconsciously the impression has been produced; it can 
be seen in the dwindling of public discussions of unemploy- 
ment in general, and of advocacy of magic panaceas, and in 
the transfer of attention to the particular problem of the 
“special areas”. ‘That term is, almost in itself, a recognition 
of the prosperity of the country as a whole. 

In these circumstances, it is not surprising that an in- 
creasing number of people have been talking about the 
“next slump”. Some of the more gloomy economists 
have been predicting a crash ever since 1932; they seem 
almost to have a grudge against recovery for failing to 
avenge the gold standard. In recent months the warning 
voices have been more frequent and more authoritative. 
Before the sharp fall in commodity and stock markets that 
preceded and followed the budget, few observers anticipated 
an immediate change in the trend. But the business world 
was warned that trade cannot improve for ever, and that 
the severity of to-morrow’s headache depends upon the 
sobriety of to-day’s rejoicing. The retort of the business 
men—or of many of them—has been to scout the whole 
notion of trouble ahead. One company chairman, only 
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slightly more cheerful than others, was reported not long 
ago to have assured his shareholders that “‘ he saw no reason 
why we cannot, with the added wisdom that our sufferings 
have taught us, continue indefinitely with that steady yet 
progressive ‘ going on’ which was accepted to be our due 
in Victorian years”. ‘To which the economist can justly 
reply that precisely the same mood among the leaders of 
industry has always in the past presaged, first, a speculative 
boom, and later a collapse. Moreover, the appeal to 
“ Victorian years ” is far from safe, since it is from those 
years that we derive the bulk of our historical knowledge 
of the behaviour of the trade cycle. 

The study of the trade cycle at this moment is thus as 
appropriate as the purchase of furs in autumn. Nor need 
we be deterred by the perennial argument whether there is 
anything that can justly be called a trade cycle. Booms 
may, or may not, be caused by slumps, and slumps by booms. 
But the hard historical fact remains that the curve of 
economic activity has never gone up without coming down 
again, or gone down without eventually returning. And 


five years is a long time for an uninterrupted rise to last. 


Il. THe TrADE CYCLE 


HIS alternation does not mean, however, that the 

pattern of the trade cycle is invariable. On the 
contrary, the exact pattern scarcely ever repeats itself. The 
experience of Great Britain between 1922 and 1929, for 
example, can hardly be called a boom, at least without some 
qualification. It is true that the state of trade was slowly 
improving. It is true that, compared with some of the 
later years, 1929 seems in retrospect to have been rather 
more than moderately prosperous. The stock exchange 
contrived to have what was indubitably a boom in 1928, 
and company profits have not yet exceeded the levels they 
reached in 1929. But at the height of this “ prosperity ” a 
Government was turned out of office for failing to conquer 
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unemployment, and a Mansion House fund was opened to 
relieve the distress of the unemployed. 

For the world outside Great Britain, however, the years 
1924-29 were beyond doubt an inflationary period. Practi- 
cally all the customary signs of a boom were present; 
immense expenditure on capital plant (blessed in the 
older industries by the name of “ rationalisation ”) ; 
apparently unlimited bank credit; loans granted to the 
most dubious borrowers on questionable security; a far 
more tapid increase in money-indebtedness than in real 
wealth. In the United States, a single glance at the 
frenzied manipulations of Wall Street makes further 
argument unnecessary. But even with all these stigmata 
of inflation, the pattern differed in one important respect 
from the usual, for there was no rise in commodity prices. 
And since the economists had always laid particular stress, 
in their description and analysis of booms, on the rise of 
prices, its absence was enough, unfortunately, to induce a 
false sense of security. 

Just as the 1922-29 period differed in its characteristics 
from one country to another, so has the most recent period 
of recovery. Great Britain, which had hardly participated 
at all in the prosperity of 1929, suffered least of all the great 
nations in the ensuing depression and was the first to 
recover. Her recovery has been based on a beneficent 
trinity of cheap sterling, cheap money and cheap food. The 
depreciation of the pound stimulated the export trades and 
insulated domestic manufacture from the attacks of some 
of its keenest foreign competitors. Low interest rates 
have paved the way for the revival of all forms of 
capital enterprise, and finally—the factor that is most often 
forgotten but has certainly not been the least potent of the 
three—cheap imported food has enabled the British people, 
as a community, to increase their standard of living (which 
means their standard of purchasing) right through the 
depression years. 

American recovery is not as advanced as British, nor are 
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its causes to be found in the same places. In the main, 
American recovery is a spiritual and material rebound from 
economic depths such as no other industrial nation has ever 
before plumbed. German recovery is another matter 
again, for it is largely based on the creation of govern- 
ment work financed by concealed borrowing. The raw 
material producers have to thank more orthodox events 
for their recovery. Glut has produced its own remedy— 
aided, it is only fair to say, both by Man’s restriction schemes 
and Nature’s bad weather. In one commodity after 
another, demand has overtaken supply, stocks have 
dwindled, prices have risen and producers have breathed 
more freely. 

The striking thing in the world recovery of the last 
five years is not the extraordinary diversity of visage in 
which recovery has appeared (for that is usual), but the 
simultaneity of its appearance all over the world. Save 
for the gold bloc, it dates everywhere from 1932-33. 
And even the exception proves the rule; for it was the 
stubborn refusal of the gold bloc countries to go with the 
world’s tide that separated them from recovery. When 
one reflects on the multiplicity of devices designed to 
secure the economic compartimentage of the world, this 
simultaneity is an impressive testimony to the existence of 
an underlying unitary trend in the world’s economic affairs. 


Ii]. WHERE ARE WE Now? 


F, then, the existence of a trade cycle must be accepted, 

at what stage in it do we now find ourselves? Apart 
from the factor of time (which is not, by itself, conclusive, 
since the fluctuations of the past have varied considerably 
in duration), some reasons have been given above for 
believing that recovery in Great Britain has already reached 
a mature—though not necessarily final—stage. Similar 
evidence could be reinforced by a great variety of instances. 
In the closing months of 1936, there was every excuse for 
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declaring flatly that the boom had arrived. Commodity 
ptices were rising with sensational rapidity. One after 
another the various restriction schemes were relaxing the 
conttol of production in an attempt to keep pace with 
the ravenous demand. Both in Great Britain and in the 
United States, the forces of labour were demanding their 
share in rising profits. 

It is now apparent that the pace last autumn was too hot. 
Early in the New Year the markets became uneasy. The 
seriousness with which an inherently improbable rumour 
about the supposed intention of the American Government 
to lower its buying price for gold was received showed how 
sensitive were the over-bought commodity markets. In 
Great Britain, Mr. Neville Chamberlain’s National Defence 
Contribution * served as the occasion for a fall of stock and 
commodity prices which at times bordered on the hysterical. 
Markets have been painfully sensitive—perhaps with 
reason—to the succession of international disturbances 
and anxieties that represent the greatest of all obstacles to 
world prosperity and peace. As a result, voices have not 
been lacking to ask whether the boom had not only arrived 
but already departed. Prophecy in such matters is 
hazardous. But it is difficult to find a single sign of 
immediately impending depression. The markets, having 
run ahead of the movement of expanding trade and rising 
prices, had to fall back. But the underlying upward 
movement continues. That, at least, is the outlook as it 
appears at the moment. 

The conclusion that recovery is in an advanced phase is not 
in the least incompatible with the unemployment statistics 
in Britain or elsewhere. The United Kingdom total is 
still over 1,400,000; but when allowance has been made 
for the normal minimum amount of unemployment ‘that 
exists at any time, and for the exceptional distress of the 
special areas, which is due to the decline of particular 
industries rather than to the more general influence of the 
* See THE Roun Tasik, No. 107, June 1937, p. 629; and below, p. 822. 
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trade cycle, the formidable total is whittled away to almost 
nothing. According to one calculation, there are less than 
100,000 “ cyclical unemployed ” in Great Britain. If this 
is true, any further recovery will be limited by the speed with 
which labour can be transferred out of the stagnant pools of 
“ special ” unemployment into the livelier waters of normal 
industry. And if demand is maintained at its recent level 
it will have to expend itself mainly in causing an increase 
of prices rather than an increase of production. Wages will, 
and should, be among the first “prices” to rise. All this, 
set out here in theoretical terms, can to-day be seen happen- 
ing under our eyes. 

This is what is meant when it is said that recovery has 
reached the stage of maturity. Does it necessarily follow 
that the next stage must be one of recession, even perhaps 
of collapse? The answer of economic history is quite clear : 
every boom has been followed by a slump, though its 
severity has varied greatly. But may there not be some 
exceptional circumstance this time that would justify us in 
the belief that we can avoid the usual fate? Mr. J. M. 
Keynes has been arguing, with all his persuasive force,* 
that such an exceptional circumstance can be found in 
the continuance of low interest rates. In the theory of 
industrial fluctuations developed by Mr. Keynes in recent 
years (which is regarded with deep respect, if not yet 
with full acceptance, by his academic colleagues) the rate 
of interest plays the central réle. “Avoid a rise in 
interest rates as you would avoid hell-fire,” says Mr. 
Keynes, and all will be well. He does not attach primary 
importance to rising prices or a rapid expansion of bank 
credit or any of the other usual signs of inflation. The 
balloon may go up as high as it likes, he seems to be saying, 
but if interest rates remain on the ground it will not come 
down again. 

In 1929, it will be recalled, the same importance was 
attached to commodity prices; and the sequel is sufficient 
* See THE Rounp TasLe, No. 106, March 1937, pp. 409-410. 
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to justify an attitude of scepticism towards any proclamation 
of exceptional circumstances, however eminent the pro- 
claimer. But Mr. Keynes is not a theorist who can be 
dismissed out of hand ; he has been right against the whole 
world before now. For our present purpose, there is 
fortunately no need to express even an opinion on the 
correctness of his views. For his theories and those of 
the more orthodox economists can be amalgamated into the 
statement that the best way to prevent recovery from 
degenerating into an inflationary boom and a later collapse 
is to prevent any substantial rise in commodity prices or in 
interest rates. Some would lay more emphasis on one 
element than on another; but for the combined recom- 
mendation there would be almost unanimity of support. 


IV. THe PLace oF REARMAMENT 


ITHERTO in this article we have been playing 

“Hamlet” without the Prince of Denmark. It is 
time for his entrance. How far is universal rearmament 
responsible for recovery to date, and what will be its effect 
on future developments ? 

The part played by rearmament up to the end of 1936 can 
be determined without very much difficulty. In Germany, 
its importance has been great, especially if the word be 
extended to cover everything done with a strategic end in 
mind, though even in Germany a greater part has been 
played by the slow revival in international trade than the 
official propaganda will admit. Broadly speaking, re- 
armament has been both the originating cause and the 
dominating influence of German recovery. At the other 
extreme stands the United States. Until very recently 
rearmament, American or foreign, has had there a com- 
pletely negligible effect on the progress of recovery. Even 
to-day, in that vast economy, its influence must be very 
small. 

The raw-material-producing countries have also, by 
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and large, recovered substantially without rearmament. 
Exception may perhaps be made for countries largely 
dependent upon the production of non-ferrous metals, 
though even there the rise in price cannot be ascribed to 
rearmament demands alone, since the reviving peaceful 
industries have also greatly increased their consumption of 
metal. In the textiles, especially cotton, it would be 
possible to trace a rearmament influence. But in the raw 
commodity trades as a whole the general industrial 
revival has greatly outweighed any munitions influence ; 
and as for foodstuffs, European preparation against war, 
by increasing European self-sufficiency, would have had a 
depressing effect, if it had any at all. 

Great Britain has been neither as unaffected by rearma- 
ment as the United States, nor as dominated as Germany. 
Until the end of 1936, the effect of rearmament on British 
industry was almost certainly very small. This can be 
gauged by the amount of government expenditure. The 
expenditure of the three defence forces in the calendar year 
1936 was only some £40,700,000 higher than in 1935 and 
£56,100,000 higher than in 1934. Admittedly, not all the 
cost of rearmament is reflected in these figures, since 
contracting firms were busy expanding their plant. But 
even when multiplied by three or four the figure looks small 
in comparison with the increase’ of £650,000,000 in the 
national income in the same period of two years. Clearly, 
up to this year rearmament had been only one among other 
and probably much more important influences. 

Up to this year—but the acceleration of spending for 
defence in 1937 has already been very rapid and is likely to 
be even swifter before the year is out. With every month 
that passes, reatmament becomes a more important factor in 
the continuance of recovery. What will its economic effects 
be? ‘That is the question that is exercising Government 
and business alike. Recovery which is based on re- 
armament financed by borrowing is, of course, “ unsound ” 
and will doubtless bring its retribution, in some vague 


773 





BOOMS, SLUMPS AND ARMAMENTS 


way and at some unspecified time. So much is generally 
agreed. But what are the immediate effects likely to be, 
and in what order will they present themselves ? 

The impact effect of rearmament upon certain industries 
is plainly visible. It has contributed to the rapid rise in 
the prices of all metals; it has assisted in raising steel 
production to the capacity of the industry and beyond the 
highest figure ever previously attained; and it is already 
sucking dry every reserve of skilled labour in the country. 
The marvel is that the ordinary peaceful production of 
some industries, such as the motor industry, has not been 
more directly affected than it has. It is perhaps going too 
far to say that without rearmament recovery would already 
be over; for there is very little sign of a reaction in any 
important trade. Even the often-threatened building 
industry is maintaining a remarkably high level of activity. 
But it is true at least that the sudden, hurried and enormous 
outlay on rearmament is increasing the pressure for ex- 
pansion of production at a time when it might otherwise be 
merely maintained. The company chairman already quoted 
may be taken as representative of many of his fellows : 


The vast national expenditure on armaments cannot do other 
than create confidence. Armaments cannot be made without 
[his company’s product] (and neither can war), so for this industry 
at least it would seem that the future holds nothing in the way of 
cause for immediate despondency. 


That rearmament is prolonging the present period of high 
industrial activity cannot be doubted. But prolongation 
is also becoming intensification, and activity is turning into 
boom. We have suffered so much from unemployment 
since the war that we tend to think of little else. The sole 
aim of economic policy, it seems, is to reduce unemploy- 
ment to a minimum. But there are other factors to 
consider. The old economists maintained that the aim 
of policy was to increase to a maximum the average 
real income per head—in other words, to maximise the 
average standard of living. The old economists were 
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wrong in ignoring unemployment, but the new economists 
will be wrong if they ignore the standard of living. It is 
one of the most striking facts about the recent depression 
that, despite the doubling and trebling of unemployment, 
the average standard of living increased. More food has 
been eaten, more houses occupied, more clothes bought, 
more wireless sets and bicycles acquired in the depression 
years than ever before. If rearmament is reducing un- 
employment at the cost of a lower standard of living 
for the great majority who are employed, who shall say 
whether its immediate effect is gain or loss? There is very 
little sign yet of any serious impairment of the standard of 
living. But prices of necessaries are rising; and such an 
effect is all but inevitable, since industry, in the majority 
of cases, is already working close to capacity. If 
£300,000,000 worth of armaments is to be produced each 
year, some curtailment of peaceful production is essential. 
A fall in the standard of living (small, perhaps, but never- 
theless noticeable) will not be an avoidable by-product of 
rearmament, but the instrumentality through which it 
achieves its purpose. 

This is not the only charge that can be laid against re- 
armament. For the demand comes most heavily on 
precisely those industries which tend to grow immoderately 
in the boom phase of the trade cycle. The rise in commodity 
prices is thus likely to be intensified. Furthermore, the 
pressure for working capital to finance munitions contracts 
causes an enhanced demand for bank advances, and 
inclines the banks to sell their gilt-edged investments in 
order to provide the necessary funds. At the same time, 
the decision to finance rearmament partly by borrowing 
throws yet another strain on the gilt-edged market. It is 
arguable—as Mr. Keynes has argued—that all these things 
could happen without raising interest rates. But the fact 
is that they are raising interest rates, as a glance at the price 
of Consols will show. Thus both prices and interest rates 
are liable to be raised and every school of thought to be 
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offended. It would be rash to speak in absolute terms. 
But, if an eventual slump was inevitable before rearmament 
intervened, it is even more surely inevitable to-day. And 
if, before, it could have been avoided by maintaining cheap 
money, it cannot be so avoided now. 


V. Tue Risk or COLLAPSE 


HE impact effects of rearmament are most evident 

to-day in Great Britain; for the acceleration of 
expenditure is at the moment greatest here, and the British 
economy, being furthest advanced in recovery, reacts most 
impressively to further stimuli. But effects of the same 
kind, different only in degree, can be observed in many 
other countries. In each the effect of rearmament is, for 
the moment, to heighten industrial activity. But it does 
so only at the cost of distorting the balance of the national 
economy, driving sound recovery into unsound boom, and 
gathering labour into industries where its future employ- 
ment depends on the continuance of world-wide political 
madness. Even if rearmament could last for ever without 
provoking an explosion, its virtues in finding jobs for men 
would be more than offset by its defect of taking food out 
of the mouths of the children, as well as their parents. 
Since it cannot last for ever, it is merely ensuring that the 
next slump is a bad one. 

It is not even certain that the change from boom to 
slump will be deferred by rearmament until the rearmament 
itself collapses. For rearmament, though large, is not yet 
(save perhaps in Germany and Italy) so large as to dominate 
the whole economic life of the nation. If every other 
factor were pointing towards depression, how much 
expenditure on armaments would be necessary to maintain 
activity and employment? A total war will keep industry 
working at full throttle until the armistice; but a war 
might well cost £3,000,000,000 a year. Expenditure of 
£1,000,000,000 a year would probably do the trick. But 
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would £300,000,000? Nobody knows. And, until we 
know, we shall have to wait to see whether rearmament on 
the present scale can wholly suspend the trade cycle or 
merely distort its shape. 

In either case the consequence seems likely to be an 
intensification of the oscillation between boom and slump, 
unless counter-measures on an immense scale can intervene. 
That is not the least part of the price that will have to be 
paid for international anarchy. The sooner rearmament can 
be arrested, by international agreement, the less damage it 
will have done, and the less difficulty there will be in 
devising an alternative, in expanded international trade or in 
peaceful public works, to absorb the displaced armament 
workers. But in the economic sphere, no less than in the 
political, rearmament can only be an interim phase. 
When it is ended, the world will have come no nearer to 
solving its real problems, but will have enormously 
increased the risks and dangers of failing to find a solution. 





PROBLEMS AHEAD IN AMERICA 


I. DEFEAT FOR THE PRESIDENT 


N the afternoon of July 22, as the Senate was driving 

the last coffin nails into the President’s Supreme Court 
plan, Mr. Roosevelt himself was having an interesting and 
agreeable time. He was enjoying a visit from the Polish 
Ambassador, Count Potocki, who came to show him a hand- 
colored print of Thomas Jefferson, done by the great 
Polish patriot, General Kosciusko. Mr. Roosevelt, an 
expert in old prints and a disciple of Jefferson, had an 
unusually pleasant afternoon. 

This little incident illustrates the nsouciance with which 
President Roosevelt took his first major defeat: a defeat 
that might have meant the end of the New Deal and the 
doom of all his hopes, a defeat that would certainly have 
destroyed the morale of a President of different tempera- 
ment, a defeat that might well have meant in Mr. Roose- 
velt’s eyes a tragic downward turning in American history. 

But of course the defeat meant none of these things. 
The New Deal is going on. It is early in the President’s 
second term. He has more than three years in which to 
work, and much of his majority in Congress—which 
deserted during this fight—will be doubly glad to come back 
and support a program of legislation in the fields of 
executive reorganization, wages-and-hours regulation, farm 
planning, housing, and so on. 

The atmosphere in Washington is now far clearer than 
it has been since last February 5, when out of a clear and 
hopeful sky the President began his historic attempt to 
alter the then-existing Supreme Court majority. At that 
time, as someone has said, the President was regarded as an 
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irresistible force and the Supreme Court as an immovable 
object. But it has since been proved that the President 
is not an irresistible force, and that the Supreme Court 
majority is not an immovable object. 

Last February, the President had suffered a succession 
of unfavorable decisions of the Court, which had nullified 
much of his program. In previous Court terms, there 
had been 11 vital decisions against the President, and only 
two in his favor. In the term that was just reaching the 
decision period on February 5, there have been 17 tests of 
New Deal legislation, and all 17 decisions have been 
favorable. Moreover, one of the elder members of the 
Court has retired, affording the President the opportunity 
to make his first appointment to the bench. There are 
persistent rumors that another Justice and possibly a third 
will retire now that the President’s Bill has been defeated. 
The President would then have as many appointments to 
the bench as he has any right to expect, and he already has 
on the books the 17 favorable decisions, with all the 
precedents they set up. 

Practically speaking, therefore, the President has come 
out of his duel with the judiciary with a good deal of success. 
But his trouble, as is so often the case with leaders of men, 
was that he did not know when to stop. He was not 
willing to take a moderate success, and, like the stock- 
market plunger, he wagered once too often. But, unlike 
that gambler, he has not lost everything. His prior gains 
are tucked away in the stocking. 

The President’s major blunder was that he did not 
realize when he had won. After the completion of the 
unbroken series of New Deal decisions, after the resignation 
of Justice Van Devanter, the President should have with- 
drawn his Bill, announcing that the fight was over. Plenty 
of people told him so at the time. Even then he might 
have pushed through a Bill allowing him to appoint two 
additional justices, though that is open to dispute. But 
no, Mr. Roosevelt has gone the whole bitter way, and is 
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tasting the fruits that came to Woodrow Wilson. Unlike 
President Wilson’s, however, his losses are not irrevocable 
and his gains may be more secure. 

What of the future ? Well, so much of the President’s 
ptogram as is already on the statute books and has been 
upheld by the Supreme Court now appears to be free from 
threat of strained judicial interpretation. In that sense, 
he has definitely won. Now it is his problem to help 
heal the wounds in his party in Congress, and to restore 
his personal prestige. These tasks, though great, should 
not be insuperable. Soon Congress will adjourn. Its 
members will commune with Nature and their constituents. 
Nature is a great restorer of tempers and spirits, while the 
constituents—if the New Deal theory has any validity— 
will indicate that they still support President Roosevelt’s 
general program, however they may have disagreed about 
enlarging the Supreme Court. 

In future, it appears, the President will have to work 
a little more conciliatorily to get what he wants from 
Congress. No longer will it be possible for Tom Corcoran 
and Ben Cohen (the two young brain-trusters who have 
been mentioned before in these pages *) to sit up all night 
with damp towels about their heads and draft legislation 
to be enacted by Congress in the morning. Congress 
will resume once more its traditional place as a coordinate 
branch in the government. So, too, may the Supreme 
Court—coordinate. And that is good news for America 
all round. 

President Roosevelt has the politician’s task of re- 
establishing his standing with the people and their elected 
leaders. This he should be able to do by following the 
path “just to the left of center” which was his avowed 
course during his first term. His “leftward” deviations 
this year—in the effort to “ pack” the Court (if that be 
“leftward ”’) and in his general support of John L. Lewis’s 
aggressive labor offensive—must be balanced by opposite 

* See THE Rounp Tasxe, No. 107, June 1937, p. 601. 
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swings. The obvious method would be to follow the 
several hints that have come out in the past few months, 
and to strike more forcefully for government retrench- 
ment and a balanced budget. President Roosevelt’s first 
and highest prestige with American opinion was built 
upon his courageous economy drive in the first weeks of 
his administration. 

At the same time, behind a conservative fiscal policy, 
the President can press ahead toward his industrial and 
agricultural controls, toward enlargement of the career 
service in American government, toward tax reform, 
toward better housing. These are all greatly important goals. 
They are jobs that remain to be done. There may well be 
disagreement over method, but the objectives are agreed, 
and the methods could be worked out “just to the left of 
center ” without a fundamental cleavage in public opinion. 

None of these tasks should lie beyond a President who 
has hardly begun his second four-year term, and who still 
has a towering majority in Congress which is eager to be 
conciliated. It is perfectly possible, of course, for things 
to work out in a far different pattern, far less agreeably for 
Mr. Roosevelt. But the outcome is in his hands. If he 
has learned the obvious lessons from the Supreme Court 
fight, and does not attempt to make Congress walk over 
the raw coals, but avails himself of the great political 
advantages of concession and sweet reasonableness, his 
future should be clear. It may be worth recording that 
Mr. Roosevelt, in various private and semi-public contacts 
which this correspondent has had with him during the past 
crucial days, has been cool, poised, and fairly realistic. 

There is a fundamental issue in the outcome. President 
Roosevelt failed to get his Court Bill through Congress, 
not because his adversaries were too clever and supple, 
not because he was too stubborn and unyielding, not 
because he created a perfect rallying-ground for his 
opponents, but because he was proposing to upset force- 
fully the balance between the three branches of the American 
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frame of government. Granted that the Supreme Court 
has been “ packed ” before in the interests of the established 
order; granted that many of its decisions have been 
dictated by what Justice Stone called “‘ personal economic 
predilections ”—the fact remains that the American con- 
stitution guarantees the independence of the judiciary 
from violent upsets by the executive or the legislature. 
The Supreme Court is regarded as an ultimate guardian of 
civil liberties, and has sometimes been so. It is a vital 
part of the American system of checks and balances. It is 
an essential unit in the purposely cumbersome machine of 
government in this federal union: part of the deliberate 
factor of cumbersomeness which most of us believe makes 
democracy possible at all in a country of this size, diversity, 
and political indiscipline. 

The American people sensed these facts in the recent 
struggle, or at least a majority of those who are politically 
coherent did so. There is and was much sympathy with 
the President’s objective, but a pretty general conviction 
that he should have gone about it in a different way. It 
is certainly true that the President started his drive on the 
Court after extreme provocation. He had been steadily 
balked and blocked by those 11 consecutive unfavorable 
decisions. Finally, in June 1936, at the height of anti- 
New-Deal fervor, the Court killed the New York minimum 
wage law, after it had nullified the Guffey Act in ruling that 
wages and hours were no federal concern. These were 
the most extreme acts of the tribunal, bitterly regretted 
by the Chief Justice—who voted in the minority—and by 
most of the Court’s friends; for they set up a broad “ no- 
man’s-land ” in which no government could operate. 

Moreover, the average age of the Supreme Court justices 
was at the highest point in history, and for the first time 
an American President had served a full term without 
making a single appointment to the Supreme Court. In 
1789 the average age of the justices was less than 50 years; 
in 1841 it was 60 years; in 1889 it was 65 years; in 1937 it 

782 





DEFEAT FOR THE PRESIDENT 


was Over 70 years: there were on the bench six justices 
over 70 years of age and five over 75 years of age. Presi- 
dent Taft had during his term of four years five appoint- 
ments to make; President Harding in a scant two years 
had four appointments. There was some justification 
in concluding that the Court under President Roosevelt 
was on a “ sit-down” strike. Having had no opportunity 
to “reinvigorate” the bench, seeing none ahead of him, 
and facing instead the possibility of even more unfavorable 
and handicapping decisions than he had yet received, 
President Roosevelt interpreted his overwhelming tre- 
electoral mandate as permission to create his own opportu- 
nities of appointment to the bench. 

He mistook the temper of public opinion, and he and his 
advisers made blunder after blunder in tactics. The 
original arguments for his Court plan soon exploded and 
were thrown away. ‘The later, better arguments were 
not skilfully used. And then—supreme blunder—he did 
not realize after 17 favorable decisions and one Justice’s 
retirement that he had really won. 

American public opinion has had an exhilarating experi- 
ence. It has been shown that there are great underlying 
currents which prevent any Administration from going to 
extremes. The same sort of public opinion has also 
rebuked John L. Lewis, with his C.1.O. drive for industrial 
unionism, and he has pulled in his horns with greater 
speed than the President. 

So people are concluding that the defeat of the Court 
Bill was the very best thing that could have happened for 
the country. Far from crippling the New Deal, it can 
only tend to make it more moderate. And in an enormously 
important sense it has proved the vitality of public opinion 
in holding government to the middle of the road. The 
drift toward authoritarian rule in other countries was of 
impelling influence in holding President Roosevelt back. 
People were anxious to show that “It Can’t Happen 
Here”, and they included some of the President’s best 
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friends. Now the way is open for Mr. Roosevelt to show 
what he can do with a straight legislative program. 


Il. Tasks FoR CONGRESS 


ONGRESS is, however, expected to adjourn fairly soon 
and to save up its most important tasks either for 
the regular session in January or for a special session in 
October. There are four major fields for legislative action. 
First, reorganization of the executive side of the govern- 
ment. Back in January, an expert committee (which had, 
incidentally, travelled in Great Britain) brought out a 
report which restored the administrative machinery to a 
neat blueprint basis after decades and generations of 
unplanned growth. But, more important than that, the 
experts recommended extension of the permanent civil 
setvice right up to American Cabinet officers and their 
immediate assistants. In so recommending, the experts 
took advantage of deep-seated sentiment that had grown 
and been cultivated with great zeal for the previous year. 
Various Bills for the abolition of the patronage system, 
which is the bane of American government and the real 
enemy in the New Deal’s house, had made rather promising 
progress in the 1936 Congress. Both Republican and 
Democratic parties warmly endorsed the principle of 
extending the civil service upward. In January, the stage 
seemed set for swift and decisive action. 

Then, on February 5, the President blanketed the entire 
project with his Supreme Court drive. Little more was 
heard of executive reorganization. The experts’ report 
was handed over to the tender mercies of Congress, and 
the late Senator Joseph T. Robinson actually re-wrote the 
proposals in such a fashion that the civil service, instead 
of being extended, would have been curtailed still further. 

To those in other English-speaking countries, accustomed 
to high civil service standards, the American system must 
seem incredible. Every member of Congress has at his 
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disposal a considerable list of jobs. First of all, Senators 
have a decisive hand in the appointment of the lesser 
federal judiciary—they help to pick judges in the vitally 
important circuit courts of appeal and the federal courts 
generally. That is a real iniquity in the judicial system 
to which the President might have turned his attention. 
All but the lower clerical employees, with a few technical 
expert jobs, are subject to this patronage system. 

At the beginning of an Administration, especially when 
there has been a change of parties, there is a wholesale 
house-cleaning in every government department. If the 
Democrats have won the election, then the Republicans 
are thrown out, from the highest jobs down to a certain 
median level, and then at the lowest stratum of all. In 
between there is a hard-pressed group of civil service 
employees, of two species: the one, a number of genuine 
and devoted “ career-men” experts, and the other, an 
atrophied group of plodding routine workers. 

While the house-cleaning is proceeding in the depart- 
ments, the offices of every Senator and Representative are 
besieged by hordes of job-hunters, in the flesh and by 
importunate correspondence. They are all constituents 
of the member of Congress, they insist, and of course they 
all voted for him and worked loyally for his election. 
They must be served. They demand jobs. 

In 1933, the Democratic National Committee got out 
a volume—looking like a metropolitan telephone directory 
—listing all possible jobs. If you were a hungry office- 
seeker you could buy this book, pick out a job that looked 
well, get the endorsement of your Congressman, present 
your claims to the personnel officer of the department in 
question, and if your political credit was high enough you 
got the job. 

Even high-minded young zealots who came to Wash- 
ington with rolled-up sleeves, to “ make America over”, 
found it necessary to get political endorsements. And 
despite the immense total of jobs available in the regular 
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departments, despite the unprecedented additions of new 
agencies and alphabetical organizations, Congressmen still 
clamored for more jobs to meet the irresistible demands of 
their constituents. 

One poor official—a civil servant and a good one, 
exempt from politics—had to engage a secretary through 
the political channels. He was sent a languid, gum- 
chewing, unbelievably blonde young person. She evidently 
felt that her days might be numbered, and one afternoon 
came into her employer’s office to say sweetly: “Oh, Mr. 
Blank, I want you to meet my sponsor”. Into the office 
strode a high-placed Democratic party figure; he had 
“sponsored ” the useless blonde; and her discharge had 
become impossible. 

This state of affairs, crippling to efficiency anywhere, 
was particularly dangerous in an Administration attempting 
the vast, uncharted tasks of the New Deal. On the other 
side, it must be said that many of the especially New Dealish 
agencies were staffed by the best people their personnel 
officers could hire, irrespective of patronage. Many such 
an agency was subsequently punished by Congress. And 
daily compromises were necessary. But such good work 
as was done was accomplished either through defiance of 
the patronage system or by dexterous compliance with the 
endorsement rule on the part of genuinely qualified workers. 

Nevertheless, it became obvious to almost everyone by 
1936 that no ambitious experiment in expanding govern- 
ment could hope to survive without civil service reform. 
Hence the proposals for extending the civil service before 
Congress last year, and hence the report in January of the 
reorganization experts. 

Now that the Court Bill is interred, it may be possible 
to proceed with civil service reform. In the six months 
since January the drive has suffered immense setbacks, and 
at present civil service reform is entirely missing from the 
Bills in congressional committees. But a drive was 
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fresh legislation based on the “ merit system”. Probably 
it will not be enacted until next year, but success is impera- 
tive sooner or later if democracy is to function in the 
United States. 

The second major legislative field now challengingly 
open to Congress is in wages and hours regulation. In 
the midst of the Court fight, a Bill was introduced to set 
up a national Labor Standards Board, with broad powers to 
fix minimum wages and maximum hours, and to define as 
unfair practices such still contemporary devices as the 
employment of labor spies and strike breakers. The Bill 
did not receive any warm endorsement from labor, it was 
met by wide criticism flourishing in the atmosphere of the 
Court fight, and it was re-drafted in emaciated form. As 
it now stands, the Bill simply permits the Labor Standards 
Board to fix minimum wages at any desired point but not 
above 40 cents an hour, and to establish a work week never 
less than 40 hours. Though greatly cut down, the measure 
still does not elicit strong support. Some of its supporters 
consider that its passage now, though a mere skeleton, will 
serve to set up necessary administrative machinery upon 
which later progress can be built. 

And then there is farm legislation. Since the collapse 
of the A.A.A., after a Supreme Court veto, farm production 
has been only slightly controlled by the Soil Conservation 
Act, although farmers did reap generous benefit payments 
which were particularly helpful in last summer’s drought— 
and in the political campaign! Secretary of Agriculture 
Wallace has a complicated plan—the “ever normal granary” 
—which is now combined with a crop insurance project, 
soil conservation payments, and an elaborate scheme to 
furnish the farmer “ parity” prices. All of these highly 
problematical projects are rolled up in one omnibus Bill. 
With the continued shortness of the American export 
market, and the prospect of big crops this year and next, 
the chances of another price collapse are definite and 
premonitory. To avert such a collapse, the Administration 
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and the organized farm groups are pressing for legislation, 
but without the old enthusiasm. Here, too, it is urged 
that to set up an organizational framework will make 
possible improving amendments later on, and by next 
January the Administration would be able to meet a 
possibly thickening farm crisis. Legislation to curb the 
sweeping growth of farm tenancy—one of the gravest of 
American problems, with the most serious social implica- 
tions, since misery, low consuming power, and high birth 
rates go hand in hand among the tenant farmers—is likely 
of passage, but in Secretary Wallace’s words is “less than 
half a drop in the bucket ”. 

Housing problems, another serious challenge to good 
social order and a stable economy in the United States, 
remain virtually untouched by the Administration. There 
is now estimated to be a shortage of around 1,000,000 
family housing units, and the shortage is growing. Rise 
of building material prices, partly under the influence of 
labor troubles, has choked off a somewhat promising 
building boom. But the prospects of adequate housing 
legislation are very dim. Year after year the problem 
has been postponed. 

The immense question of tax revision and reform is 
due to emerge in the next few months. Treasury experts 
are working on a wholesale re-drafting of our federal tax 
system. Surface details, such as “ evasion and avoidance ” 
by wealthy income-tax dodgers, have been aired for 
political purposes. Far more important for the future of 
good government here is the revision of the tax base 
downward and the simultaneous decrease of indirect 
taxes. Such a program of change would be intended not 
only to equalize the tax burden—which would likewise be 
achieved by tightening up at the top—but also to let the 
man who pays $24 a year tax on his cigarettes know that 
his government is costing him that much. Indirect taxes 
are still a prime contributor to bad citizenship in the United 
States, perhaps more than elsewhere, and tax reform fits 
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in with civil service reform as a fundamental step necessary 
for the foundations upon which new tasks of government 
can be erected. 


II. THe UNrrep STATES AND THE WORLD 


HE orientation of the United States on the side of the 

democracies in the world cleavage has become more 
definite than ever in the past few months. There is still 
an isolationist group, who believe that strict “ moral 
neutrality ” toward the European conflict is the only safe 
policy for the United States. On the other side are those 
who want American policy clearly expressed on the side of 
world justice and stability, not for the sake of the “ have” 
Powers, but to perform something of the American share 
in keeping the peace. And also on this side are all those 
whose emotions and prejudices have been powerfully 
worked upon. Among them are the “liberals”, the 
Jewish community, organized labor, and many others who 
are enlisted in a struggle—internally and externally—against 
“fascism ”. 

An interesting, and largely unreported, decision between 
the two groups was taken on July 16. It was in the midst 
of the North China crisis. The State Department had been 
in effective consultation with Downing Street during the 
entire crisis, as Mr. Eden was able to announce in the 
House of Commons and Secretary Hull did not deny— 
which is something of an important event in itself, con- 
sidering all the talk there used to be about the perils or 
importance of consultative pacts. But on July 16 Secretary 
Hull decided to issue a statement. Shortly before, he had 
asked some of his assistants to draft a text applicable to 
Europe and Asia alike. Some of these men, belonging to 
the strict neutrality group, drafted a declaration urging 
American opinion to remain rigidly aloof from the current 
conflict of ideologies. 

To their considerable surprise, Secretary Hull issued 
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quite a different statement, not only emphasizing the 
sanctity of treaties and the importance of non-intervention, 
but also threatening that American armaments could be 
increased as well as decreased. His statement was entirely 
on the side of the democracies, following the line previously 
marked out by President Roosevelt’s numerous speeches. 
So it seems clear that American policy is headed guardedly 
parallel to that of Great Britain, in Europe as well as in 
Asia. At the same time, Secretary Hull and Under- 
Secretary Welles have recently made occasion to emphasize 
American support of treaty revision when necessary, and 
of the right of nations to have access to raw materials and 
markets. These gestures to Germany, Italy, and perhaps 
to Japan did not go unmarked, at least in Berlin, where 
favorable comments were issued. 

President Roosevelt’s own viewpoint on the European 
situation was newly and crisply defined by himself the other 
day. It was after another crop of rumors from Europe, 
arising partly out of George Lansbury’s Cook’s Tour of 
the chancelleries, which urged President Roosevelt to 
“call a conference” or take some decisive step toward 
world peace. 

“‘ The European governments and peoples ”, Mr. Roose- 
velt said in substance (these words are a paraphrase, since 
the President may not be quoted directly from his press 
conference) “have the feeling of being up against a stone 
wall. They feel that nobody in Europe has an answer to 
their problems. So they look outside Europe and they 
look to me. They seem to think that I have a hat, and 
that in the hat there must be a rabbit. Alas! I have no 
hat, and there is no rabbit.” 


United States of America, 
July 1937. 





THE IRISH VOTER’S DECISION 


I, THE DEBATE ON THE CONSTITUTION 


HE debate in the Dail on the draft constitution, which 

began on May 11 and was protracted for over a 
month, led to no startling changes in that document * and 
aroused very little general interest. ‘The public attendance 
was small, and on several occasions the proceedings were 
suspended owing to the absence of a quorum. Although 
the Irish text is to be the official version, the debate was 
conducted almost entirely in English, because, as Mr. 
de Valera himself frankly admitted, the great majority of 
the members did not understand the Irish language and 
would therefore be quite incompetent to pass judgment 
on the text. In fact this text is clearly only a competent 
translation of the original English version, which was 
drafted by Mr. de Valera himself with expert assistance. 
The official pretence that Irish is the national language has 
in this matter reached an extreme of absurdity. It may be 
easily imagined what Gilbertian situations will arise when 
the Supreme Court, which is ignorant of Irish, has to 
interpret the official text. 

Mr. de Valera’s speech introducing the measure was 
largely explanatory, but he dealt at considerable length with 
the allegation that the new President or Head of the State 
would possess dictatorial powers. He pointed out that 
on almost every occasion, except in regard to the dissolu- 
tion of Parliament and the power to order a referendum in 
certain circumstances, the President would act on the 
advice of the Prime Minister or Government. The one 
thing, he claimed, that shone out through all the provisions 
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of the new constitution was that the people would be the 
masters. He also replied to the criticism to which he had 
been subjected over the clauses dealing with the position of 
women. He said that he had always stood for equal rights 
for women, and that nothing in the draft constitution 
detracted from the rights they now enjoyed. He promised 
that any amendments moved in good faith would be con- 
sidered by the Government with an open mind, but added 
that there were certain fundamental principles for which 
they must fight. 

In fact, the debate in committee proceeded on the usual 
party lines, and Mr. de Valera made very few concessions 
to his critics. ‘The most important were that the name of 
the State in English should be Ireland and not Eire—a 
concession to sentiment rather than accuracy; that a 
President should be eligible for re-election only once; 
that the panels of candidates from which the vocational 
portion of the Senate is to be elected, and its method of 
election, should be settled by law instead of being fixed by 
the constitution; that free criticism of Government policy 
should be expressly permitted; that no person should be 
excluded from Irish nationality and citizenship by reason 
of sex; and that the phrasing should be amended in certain 
articles dealing with fundamental rights, which were 
alleged to be a covert attack on the equal status of women. 

As finally passed, these articles declare that the State 
recognises that, by her life within the home, woman gives 
to the State a support without which the common good 
cannot be achieved, and that the State shall therefore 
endeavour to ensure that mothers shall not be obliged by 
economic necessity to engage in labour to the neglect of 
their duties in the home. They also provide that the 
State shall endeavour to ensure that the strength and health 
of workers, both men and women, and the tender age of 
children, shall not be abused, and that citizens shall not be 
forced by economic necessity to enter avocations unsuited 
to their sex, age, or strength. It is difficult to find fault 
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with these praiseworthy sentiments, and it must be con- 
fessed that most of the agitation on the subject seemed to 
be directed rather to discrediting Mr. de Valera with the 
women voters than to safeguarding their social or political 
tights. Moreover these fundamental rights are really only 
noble platitudes, because they are expressly declared to be 
not cognisable by the Courts and to be merely principles 
of social policy laid down for the general guidance of 
Parliament. Indeed, when a practical proposal was made 
by Mr. Frank MacDermot that every head of a family 
should have two votes, as a recognition of the patriarchal 
structure of Irish rural life and a natural corollary of the 
declaration in the constitution that the State recognises the 
family as the fundamental unit of society and as a moral 
institution possessing inalienable and imprescriptible rights, 
Mr. de Valera, although admitting its merits, refused to 
consider it, on the ground that it would cause a great deal 
of controversy. There can be little doubt that the prema- 
ture granting of adult franchise has been responsible for 
many of our political misfortunes; whilst no one is foolish 
enough to believe that this can now be undone, more 
weight might well be given to responsibility and experience 
without any derogation from democratic principles. 
During the debate Mr. de Valera explained that his aim 
was to put our external relations outside the constitution 
and to treat them as a matter of foreign policy to be deter- 
mined from time to time as the people decided. The law 
could exactly prescribe those relations, and, as such a law 
had already been passed, the constitution would make no 
change in the existing position. Speaking in the debate 
on external affairs in the Dail on May 19, he claimed that 
the central aim of his policy was to arrive at a foundation 
on which good relations between Great Britain and Ireland 
could be permanently based, a consummation that was 
possible only on a basis of fair play and justice. He was 
perfectly certain, he added, that the new constitution would 
mean a tremendous advance towards laying such a 
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foundation. But he also made it clear that he could not 
consider any final settlement of the existing dispute unless 
we were permitted to retain the land annuities, the British 
garrisons were withdrawn from the occupied Free State 
ports, and the partition of Ireland was ended. In return for 
this complete satisfaction of our claims, he indicated that his 
Government would be prepared to guarantee our neutrality 
and to prevent any other Power from using Ireland as a 
base for an attack on Great Britain. 

Mr. Frank MacDermot, however, whose valuable contri- 
butions to the debate on the constitution make his retirement 
from the Dail all the more regrettable, moved the rejection 
of the draft constitution on the grounds that it offered no 
basis for union with the North and contained provisions 
tending to prolong partition. He aptly pointed out that 
partition can be cured only when we attain some unity of 
thought, heart, and mind, and are able to gather up our 
conflicting traditions and aspirations and fuse them into 
one national life. We ought to remember, he said, not 
only the heroic struggle of our fathers to regain national 
independence, to which the preamble of the constitution 
referred, but also the guarantee of the preservation of that 
independence that was given by full membership of the 
British Commonwealth, the share our forefathers had taken 
in its development, and the place our kith and kin had 
to-day in guarding its destiny. It was we, he said, who 
sought unity, and on us lay the burden of showing vision, 
kindliness, and courage. 

During the committee stage, he moved to insert a new 
article to the effect that the Irish nation declared its free 
and equal membership of the British Commonwealth of 
Nations as a sovereign State, and, so long as such member- 
ship continued, recognised King George VI and his suc- 
cessors as Monarchs of Ireland. Mr. Cosgrave and eight 
other members of his party, who were present in the 
House, took no part in the discussion and did not vote. 
Mr. de Valera refused to accept the amendment on the 
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ground that our relations with Great Britain were a matter 
of controversy which should be kept outside the constitu- 
tion and altered by Act of Parliament as the people thought 
fit. ‘The amendment was defeated by 56 votes to 3. Ina 
statement subsequently published Mr. Cosgrave explained 
that his party could not vote for the amendment because 
it endeavoured to introduce an entirely new principle, 
which was contrary to the constitutional position achieved 
through the Treaty and to the accepted principles and 
practice governing the relations of the Crown to the various 
members of the British Commonwealth. 

In the concluding debate on June 14 Mr. Cosgrave, who 
had taken practically no part in the previous discussion in 
committee, said that the draft constitution was the work 
of one man, conceived and introduced in response to no 
insistent demand from the people and received generally 
with indifference. It endangered freedom of speech, the 
right of public meeting, and the equality of the sexes. 
The people, he claimed, had been given neither the time 
nor the opportunity to exercise a wise judgment upon it, 
and in the circumstances he proposed to vote against it 
and to state that he could not advise any citizen to vote for 
it on the referendum. 

Mr. de Valera, in reply, claimed that the only limitations 
in the constitution on the rights of the individual were 
designed to prevent those rights from conflicting with the 
rights of the community, and that it contained no barrier 
to the activity of any future party, no matter what its internal 
or external policy might be. The constitution would 
enable all parties to come together and resolve their 
differences without violence. We could not, he said, go 
further than we had gone in this constitution to meet the 
views of those in the North without sacrificing, to an 
extent to which we were not prepared to go, the legitimate 
views and opinions of the vast majority of our people. 
There was behind it, he claimed, the possibility of uniting 
the Irish nation as it had not been united for fifteen years, 
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and he appealed to everyone who wished to see the nation 
advance to support it regardless of party considerations. 
The final approval of the draft was carried by 62 votes 
to 48. 

The Opposition had more scope for legitimate criticism 
in the discussion on the Government’s proposal to pay 
Mr. Donal Buckley, the late Governor-General, a lump 
sum of £2,000 and a pension of £500 a year. Mr. Buckley, 
who was legally entitled to a salary of £10,000 per annum 
for effacing himself, in fact received only £2,000; but it 
was on this basis that he accepted the position, and it is 
difficult to see any justification for the proposed gratuity 
and pension except as a reward for political services in a 
non-political office. Mr. Norton, the Labour leader, did 
not hesitate to remind Mr. de Valera of his previous state- 
ment that a thousand pounds per annum was a sufficient 
salary for any Minister or official in the Free State. The 
Government, and presumably Mr. de Valera, have neverthe- 
less learnt by experience, and one of their last acts before 
the dissolution was to appoint a committee to recommend 
what salaries should be paid in future to the Ministers and 
other functionaries provided for in the new constitution. 


Il, THe ELection CAMPAIGN 


HE Dail was dissolved on June 14, in accordance 
with the new procedure, by a proclamation signed by 
its Chairman, and the election was fixed for July 1. The 
campaign that followed was the shortest and most peaceful 
that has taken place since the Free State was established. 
The fact that the various party funds were not in a flourish- 
ing condition was no doubt responsible for its brevity. 
Mr. de Valera, speaking in Dublin on June 16, said that 
the new constitution placed no bounds to the march of 
the nation; no one who loved Ireland could hesitate about 
voting for it. Referring to the suggestion that he was to 
be the first President of the State, he said that if his will 
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was to be the determining factor, and if he was given a 
majority, he would remain where he was, doing the sort of 
work he had been doing for the last five years. There 
was a great deal of work to be done and he did not think 
he had any right to leave the front-line trenches. He 
declared that the chief political task of the next five years, 
no matter what form it might take or how it might be 
effected, would be to restore the unity of Ireland. He 
believed that the new constitution could form the basis of 
that reunion, which, if he were returned, he would make 
his principal aim. In other speeches he said that the fate 
of the constitution in the plebiscite did not carry with it 
the fate of the Government, and he wished it to be regarded 
as something apart from and above political parties. The 
bigger the vote for it the more stable would be the political 
life of the country. Dealing with the agricultural policy 
of the Government, he claimed that the fall in prices had 
been due, not to the dispute with Great Britain, but to the 
general world depression, and that rising prices now heralded 
a period of prosperity. On several occasions he asked 
the people to give him a strong majority in ordefthat the 
Government could carry out their policy without inter- 
ference. 

Mr. Cosgrave, who also made a tour of the country, 
claimed that the choice before the people was between 
re-electing the present Government, with its policy of high 
prices, low wages, crushing taxation and the ruin of our 
agricultural industry, and replacing it by a Government 
with a sound constructive policy for the rebuilding of 
national prosperity. He pointed out that the value of our 
agricultural production had fallen between 1931 and 1935 
from £64,000,000 to £40,000,000, and concluded that the 
only feasible and constructive remedy was a satisfactory 
settlement of the economic dispute with Great Britain. A 
settlement was in the interest of both countries and could 
be reached given good will on both sides. It would have 
to be accompanied by assistance to repair the injuries 
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inflicted on agriculture, and by economies in expenditure. 
The new constitution, he said, was merely an election 
slogan and would not solve our problems. The issue in 
the election was not words or formulas or constitutions, 
but whether or not the powers that the Irish people had 
won for themselves were to be used by an Irish Govern- 
ment to enable the people to avail themselves of every 
opportunity of industrial progress and agricultural pros- 
perity, and to earn their livelihood in their own land. 
The present Government shouted out the battle-cry of 
freedom at home but, by making coal-cattle pacts, sur- 
rendered in London. There was now, he said, no politician 
so foolish as to assert that we could consume at home all 
our agricultural produce. 

The Labour leaders, while advocating an advanced 
programme of social legislation and criticising the two 
bigger parties, made it clear that they intended to follow 
an independent line in the new Parliament. Their cam- 
paign received considerable impetus from the existence of 
several strikes and labour disputes in the country. The 
propaganda of all the parties was extremely poor. 

The extreme republican element put forward no candi- 
dates and contented themselves with making various 
declarations which only revealed their own dissensions 
and their detestation of Mr. de Valera’s constitution. A 
statement issued on May 24 by the surviving members 
of the second Dail, who apparently regard themselves as 
the sole guardians of the pure republican faith, if not the 
de jure Government of the country, declared that for the 
first time in Irish history the people of twenty-six counties 
were being asked to kill and bury the Republic under an 
avalanche of votes. ‘That was the most sinister, although 
the least apparent, aspect of the new “ Free State ” constitu- 
tion. It did not break the connection with England, it 
declared the government and army of the Republic illegal, 
continued the humiliating position that Irish citizens abroad 
were recognised only as subjects of the King of England, 
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denied the right of equal opportunities to all citizens, and 
was a subversion of the Republic of Ireland. One extreme 
republican, Mr. Frank Ryan, lately returned from fighting 
on the Government side in the Spanish civil war, did 
venture to offer himself as a candidate in one of the Dublin 
constituencies, and his overwhelming defeat at the polls is 
perhaps the best revelation of the popular attitude towards 
this disgruntled and discredited faction. 

The only sensational event in the election was the 
publication, first in the Poblacht, the extreme republican 
organ, and then in the Irish Press, Mr. de Valera’s journal, 
under the heading ‘“‘ Cosgrave Letter Bombshell”, of a 
personal letter written to Mr. Cosgrave by Sir W. Haldane 
Porter, one of the directors of Guinness and Co., concern- 
ing the action of Mr. Cosgrave’s party in abstaining from 
voting for Mr. MacDermot’s amendment to the consti- 
tution, proclaiming the adhesion of the Free State to 
Commonwealth membership. In this letter Sir Haldane 
declared that he was forced to the conclusion that as 
regards the attitude of the Free State towards the Common- 
wealth there was really no difference between Mr. Cos- 
gtave’s policy and Mr. de Valera’s. He added that Mr. 
Cosgrave’s argument about the Crown seemed to be an 
attempt to turn it into a sort of abstraction which could be 
separated at will from the person of the King—a sheer 
impossibility. Discussing the attitude of the British 
Government to the new constitution, he said that, although 
in the present condition of Europe they would probably 
do nothing to precipitate a controversy with the Free 
State, it was unfortunately true that the British public no 
longer took any interest in Irish affairs. 

Mr. Cosgrave complained that the publication of this 
letter, which was marked “ Personal” and addressed to 
him by mistake at “ Government Buildings, Dublin”, 
was a breach of the ordinary rules of public decency. 
Mr. de Valera replied by denying any suggestion that the 
Government was in some way responsible for tampering 


799 





THE IRISH VOTER’S DECISION 


with this letter. He also offered to have the matter 
investigated and to punish anyone who might be found 
responsible. It may be doubted, however, whether this 
incident affected any votes. 

The return of General O’Duffy’s battalion, miscalled a 
brigade, from Spain on June 21 passed almost unnoticed 
amid the election excitement. On landing in Dublin they 
were carefully searched for arms, much to the gallant 
General’s annoyance. They would not, he said, take any 
part in the election. The total casualties of the force in 
Spain are given as seven killed and 150 wounded, but many 
more suffered from illness due to unfamiliar food and bad 
water. The principal casualties were suffered, ironically 
enough, from an attack made upon them by mistake by 
some of General Franco’s troops, who naturally did not 
recognise the special uniform in which, by General 
O’Duffy’s orders, the Irish “ Brigade ” were attired. The 
reason given for the ignominious termination of this 
foolish adventure, which it may be hoped will also ter- 
minate the public activities of General O’Duffy, was that 
owing to the opposition of the Irish Government fresh 
recruits could not be obtained to keep up to strength a 
force that was constantly being depleted by sickness; 
but the lack of efficient officers and ignorance of the Spanish 
situation were evidently contributory causes. It may be 
surmised that General Franco, who will have to foot the 
bill, is not likely to forget General O’Duffy’s assistance. 


Il. THE ELectrion REsutr 


HE result of the election, if not actually a defeat, 
undoubtedly constituted a serious setback for Mr. 
de Valera’s Government, and seems to indicate that he 
has passed the zenith of his power. In order to under- 
stand its full implications, one must remember that through 
the abolition of the six university seats, four of which were 
held by the Opposition, the alteration of the boundaries of 
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many constituencies, the reduction of the Dail membershp 
from 153 to 138, and the creation of fifteen three-member 
constituencies in which the proportional representation 
system could not properly function, his party began the 
election with a substantial advantage over their opponents. 

After the general election in 1933 the strength of the 
parties was as follows: Fianna Fail (de Valera party) 77, 
Fine Gael (Cosgrave party) 59, Labour 8, and Independents 
9, giving Fianna Fail a majority of one over all the other 
parties combined. At the dissolution there were three 
vacant seats, and as the result of several by-elections the 
strength of the various parties then was: Fianna Fail 78 
(including the Speaker), Fine Gael 52, Labour 8, and 
Independents 12. ‘The Fianna Fail party (excluding the 
Speaker) had therefore a clear majority of five over all other 
parties. Under a system of proportional representation, 
where small majorities are the rule and not the exception, 
this was a completely secure position. Following the 
election, the ninth Dail of 138 members will consist of 
Fianna Fail 69, Fine Gael 48, Labour 13, Independents 8. 
In other words, Mr. de Valera’s party, in spite of its elec- 
toral advantages, now constitutes only half the new Dail. 
It has undoubtedly lost ground, and is in exactly the 
same position as it held after the general election of 1932, 
when it first took office with the support of the Labour 
party, an uneasy alliance that forced Mr. de Valera to go to 
the country again within a year. 

Compared with the position at the dissolution, Fianna 
Fail has lost 9 seats, Fine Gael 4, and the Independents 4, 
while Labour has gained 5. The total first preference 
votes, which are the best indication of party strength in an 
election under the P.R. system, show that the total Fianna 
Fail vote has decreased by 89,519, whilst that of the other 
parties combined has increased by 28,077.. The total 
majority of the other parties’ first preference votes over 
those cast for Fianna Fail was 125,879. Fianna Fail 
received only 45:2 per cent. of the votes, and its poll 
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represented only 33-2 per cent., or roughly one-third, of 
the electorate. The manner in which the revision of the 
constituencies helped the Fianna Fail party is proved by 
the fact that whilst they secured a seat for every 8,816 
valid votes the other parties taken together required 12,083 
valid votes for each seat won. ‘The Independent candidates, 
who should have secured 13 seats in proportion to the 
number of votes they obtained, suffered most from this 
gerrymandering. 

The real surprise of the election was the success of the 
Labour party, which nominated 23 candidates and secured 
the return of 13. It is now in a position of strength such 
as it has not enjoyed since 1927, when it held 22 seats. Its 
first preference votes in this election amounted to 135,758, 
compared with 79,224 in 1933. This increase would seem 
to indicate that the working class have had enough of 
flag-waving and fruitless external quarrels, and want 
Mr. de Valera to realise that they are more anxious for the 
solution of social and economic problems, but it is unfor- 
tunately doubtful whether the. Labour party as at present 
constituted has enough ability and courage to drive this 
home. The results also show that Mr. de Valera still 
draws most of his support from the impoverished counties 
on our western seaboard, where his policy of grants, relief 
works and doles has been most beneficial, and where the 
people are most out of touch with outside influence and 
lacking in political experience. 

Two of Mr. Cosgrave’s principal lieutenants, General 
Richard Mulcahy and Mr. Desmond Fitzgerald, were 
unseated in the election. General Mulcahy, who was 
Chief of Staff in the I.R.A. during the Anglo-Irish struggle, 
Commander-in-Chief of the Government forces during the 
civil war, Minister for Defence and later Minister for Local 
Government in the Cosgrave Government, was one of the 
most industrious and competent members of the Dail. 
The egregious Mr. Belton,* the leader of the Christian 


* See THE Rounp Taste, No. 107, June, 1937, Pp. 594. 
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Front, and one of the loudest advocates of intervention in 
Spain, was also obliterated mercifully. 

The results of the plebiscite on the constitution were 

more decisive than the election results. Of the 1,329,246 
votes polled out of a total electorate of 1,771,147, there 
were cast 686,105 for the constitution and 526,945 against, 
showing a majority of 158,160 for the constitution. The 
spoiled votes numbered 116,196. The reason for the large 
number of spoiled votes was that every person who voted 
at the general election was also given a ballot paper for the 
constitution plebiscite, and many who found it impossible 
to approve or disapprove of the constitution without 
serious qualifications, or who regarded it with complete 
indifference, returned blank papers. Even if all the 
invalid votes had been cast against it, however, there 
would still have been a majority in its favour, though 
only a small one. The number voting for the constitution 
exceeded by 86,581 the total number of first preference 
votes given to Fianna Fail candidates. This proves, of 
course, that a large number of people, who dislike Mr. 
de Valera’s general policy, were prepared to vote for the 
constitution in the hope that it would lead to greater 
political stability, or at least would be an improvement on 
the present constitutional position, under which the 
country’s fate is at the mercy of a majority of one vote in 
the Dail without checks or safeguards of any kind. On 
the other hand, it is clear that if a vote had been taken of 
the whole country, including Northern Ireland, which the 
constitution claims as portion of the natural area of the 
new State, the constitution would have been decisively 
rejected. 

The plebiscite also proves that the extreme republican 
element have become a negligible force in Irish politics and 
that the overwhelming majority of the people are satisfied 
to remain in association with the British Commonwealth, 
even if that association be described as “ external ” in order 
to justify Mr. de Valera’s attitude to the Treaty in 1922. 
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The Fianna Fail orators were in fact careful to keep the 
republican issue well in the background during the election 
campaign, and Mr. Sean MacEntee, the Minister for Finance, 
speaking in Dublin on July 15, after the result was known, 
said that it was essential that good relations should be 
established with Great Britain. Responsibility is a great 
teacher. 

Having been approved by the people the draft con- 
stitution, as amended by the Dail, will come into opera- 
tion on December 29 next or such earlier day as the new 
Dail may resolve. In a statement issued on July 7, 
immediately after the election result was known, Mr. 
de Valera said that the enactment of the constitution by the 
people must be a source of joy to everyone who had been 
working in the cause of Irish independence. It marked an 
epoch in our national history. As regards the new Govern- 
ment, he said that if Fianna Fail assumed the responsibility 
of government it would do so on the clear understanding 
that it meant to pursue its own policy and none other. It 
would not be diverted either to the Right or to the Left 
by any form of political pressure. 

Mr. Cosgrave, on the other hand, pointed out that, 
although the Fianna Fail party had entered the election with 
three great advantages, namely, the large sums spent by 
the Government on public works, social legislation, and 
pensions, the re-arrangement of the constituencies already 
referred to, and a full party war chest, they had nevertheless 
failed to secure a majority of the votes cast. The indefinite 
depression of the people’s standard of living, and growing 
emigration, he said, were clear signs of a steady national 
economic decline. To avert that decline, vigorous meas- 
ures were necessaty to restore our main natural industry, 
agriculture. ‘The election showed that the people were 
beginning to realise this. When they acted on that 
realisation the country would resume the progress it was 
making before Fianna Fail threw away the substance of 
progress for the folly of believing that what they wanted 
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to be true was true, instead of working for the achievement 
of objectives capable of achievement. 

The Labour party, in a statement issued on July 9, after 
pointing out that they were the only party that had increased 
its representation in the election, promised to pursue a 
completely independent policy. They would, they said, 
support every proposal that had for its object the strengthen- 
ing of the national status of the country and the raising of 
the standard of living, and would oppose any policy to the 
contrary. After references to the serious emigration, to 
unemployment, and to the “ condition of chronic misery 
among large sections of our people”, they said that in the 
new Dail the Labour party would strive to concentrate on 
those grave evils and to assist in their speedy eradication. 
They also proclaimed their opposition to those articles in 
the new constitution which they claimed were calculated 
to give undue, and possibly dictatorial, powers to the 
new President, or which made it possible for the legislature 
to curb the effectiveness of the trade unions. Mr. William 
Norton, T.D., who had been re-elected leader of the party, 
repeated and amplified this declaration in a speech at 
Kildare on the same day. 

It is obvious that the only way in which Mr. de Valera 
can avoid some kind of working arrangement, if not a 
complete alliance, with the Labour party, and thus secure 
a strong Government, is through the establishment of a 
modus vivendi with Mr. Cosgrave’s party on the basis of 
loyally working the new constitution coupled with a sincere 
attempt to settle the economic dispute with Great Britain. 
This course was strongly advocated on July 8 in a remark- 
able editorial article in the Irish Times, which is the organ of 
intelligent and patriotic conservative opinion. Unfor- 
tunately the personal and political animosities that are the 
inheritance of the civil war, together with Mr. de Valera’s 
stubborn mentality, make such a solution virtually impos- 
sible. ‘The only real way out would seem to be through 
the virtual elimination of the leaders of the two principal 
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patties; this could be achieved if Mr. de Valera were elected 
unanimously to the new office of President of the State 
and if Mr. Cosgrave were prepared to serve under his 
successor as Prime Minister in a coalition Government. 
The establishment of such a National Government, pre- 
pared loyally to work the new constitution and accepting 
as the basis of its external policy the undoubted fact that 
no two countries are more closely allied by real, common 
and complementary interests than are Great Britain and 
Ireland, would be an act of the highest statesmanship, and 
would undoubtedly translate into action the true verdict 
of the people at the election. Unfortunately such an 
eventuality is not probable. 

It would certainly have been much better for both 
Ireland and England if Mr. de Valera had obtained a 
decisive majority that would have placed squarely on his 
shoulders the responsibility for the continuance of the 
stupid quarrel between the two countries. If this had 
happened it is quite probable that he would have endeav- 
oured to settle the dispute, in a characteristically elusive 
fashion, by an agreement to pay the sum in dispute, now 
levied in penal duties by Great Britain to meet the land 
annuities, as a contribution towards the joint defence of 
Great Britain and Ireland. He may even yet attempt to 
arrive at a settlement on some such basis. 

Under present conditions, however, failing an agreement 
with Mr. Cosgrave, he must compromise with and con- 
sider first the internal claims of the Labour party, which 
has unfortunately no considered policy towards Great 
Britain, nor apparently sufficient intelligence and courage 
to formulate one. Mr. Davin, one of the more inde- 
pendent Labour members, has recently suggested, it is 
true, that there should be a private conference of repre- 
sentatives of the three principal parties to seek agreement 
upon the best means of settling the Anglo-Irish dispute; 
although Mr. de Valera is not likely to agree to such a 


proposal, it indicates that the Labour party is anxious for 
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peace. The present political situation, however, does not 
seem likely to produce decisive results, nor is it probable 
that it will be speedily ended; for Mr. de Valera will not be 
inclined to risk another appeal to the electorate at an early 
date. He will probably remain in office, trusting to the 
chance of a few by-elections to release him from his present 
predicament and enable his Government to continue for its 
full term. In the meantime he must perforce be polite to 
Mr. Norton and hope for the best. 


IV. THe New Dar 


HE ninth Dail met for the first time on July 21 and 

re-elected Mr. de Valera to the position of President 
of the Executive Council, or Prime Minister, by 82 votes 
to 52, the largest majority he has so far received on election 
to that office. His re-election was supported by the 
thirteen members of the Labour party and by two new 
Independent members, Dr. Hannigan and Mr. James 


Larkin, the famous labour leader, who is not a member of 
the official Labour party. On behalf of the Opposition 
Mr. Cosgrave opposed Mr. de Valera’s re-election on the 
now familiar grounds that the Government had disre- 
garded the hardships inflicted on the people by the high 
cost of living, had obstinately refused to settle the dispute 
with Great Britain, and were over-represented in the 
Dail. He said that any party or parties pledged to find an 
enduring and satisfactory solution of these problems 
would receive his party’s whole-hearted support and 
co-operation, but that there was no indication that the 
Dail could secure such a pledge from a Government formed 
by Mr. de Valera. Mr. Norton, on behalf of the Labour 
party, supporting Mr. de Valera’s re-election, said that his 
party’s position was no different from what it had been in 
1932. ‘They would welcome a just and honourable settle- 
ment of the economic war, but would oppose a dictated 
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settlement or one that was not fair and honourable from 
the standpoint of the Irish nation. 

After his election Mr. de Valera announced the personnel 
of his Government, which was the same as that of his last. 
The only notable speech during the proceedings was made 
by Mr. J. J. Cole, an Independent farmer member from 
Cavan, who refused to vote and appealed to Mr. de Valera 
and Mr. Cosgrave to forget past differences and enmities 
and see if it was not possible to form a coalition Govern- 
ment. He asked them to realise that Ireland is greater 
than any party and that her welfare ought to take prece- 
dence over all party advantage. This appeal, however, 
fell on deaf ears, and so the old familiar tunes will be played 
again in the new Dail. It has now adjourned until 
October 6, after giving a first reading to several Bills, 
including measures to make provision for the election of 
the new President of the State and of that portion of the 
Senate which under the new constitution is to be elected 
by the universities and vocational bodies. Reflecting on 
the results of the election, a cynic might say that being 
faced with a choice of two evils we had chosen both. But 
we must not forget that out of evil sometimes cometh good, 
and that, as Burke reminds us, experience is the school of 
mankind, and they will learn at no other. 


The Irish Free State, 
August 1937. 





AN INDIAN MILESTONE 


I. THe END OF THE CRISIS 


HE constitutional crisis in India ended on July 7, 

when the Congress Working Committee, meeting at 
Wardha, authorised Congress members to accept ministerial 
office “‘ where they may be invited thereto”. The decision, 
which was received with genuine satisfaction throughout 
the country, was recognised as a triumph for moderate 
forces, and completely altered the political outlook. A 
political party which, a few years ago, had been declared 
an unlawful body thus found itself in positions of power 
in six of the eleven provinces of British India. A few days 
after the decision was announced, Congress Ministries 
were formed and are now functioning. This development 
introduces an entirely new policy on the part of the Indian 
National Congress; although the future is not likely 
to be free from serious difficulties, the acceptance of con- 
stitutionalism by the party is a political advance of extra- 
ordinary significance. 

The Wardha resolution indicated that official interpreta- 
tions of the working of the new constitution that had been 
given during the crisis had not met the Congress demand 
for an assurance from Governors, although they had 
exhibited a desire to make an approach to the Congress 
case. The Working Committee, however, had also to 
consider the views of elected Congressmen and of the 
party generally. It came to the conclusion that office 
should be accepted for the purpose of working in accordance 
with the party’s election manifesto and of furthering in 
evety possible way the Congress policy of “ combating 
the new Act on the one hand and prosecuting the con- 
structive programme on the other”. Opinion favourable 
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to the party’s assumption of responsibility had undoubtedly 
been influenced by the successive statements made by 
Lord Zetland, Mr. Butler, Lord Lothian, the various 
provincial Governors, and finally by Lord Linlithgow, 
whose message to India was generally regarded as the 
turning point in the controversy. Indian opinion definitely 
veered round in favour of office acceptance after the 
Viceroy’s statement was issued, some important political 
leaders and newspapers saying frankly that the Viceroy 
had made it possible for Congress to assume office with 
honour. 

Mr. Gandhi is generally regarded as having been 
responsible for the actual decision. Before the Wardha 
conference opened, private discussions took place between 
the Mahatma and Pandit Jawaharlal Nehru, the Congress 
President, who has never obscured his opposition to office 
acceptance. These preliminary discussions apparently 
convinced Pandit Nehru that the logical line for the party 
was to assume responsibility; and the opposing view 
appeared to receive little support in the Committee. The 


resolution embodying the decision was carried unanimously, 
and was heralded with jubilation in the press, Congress 
as well as non-Congress. As the nationalist Tribune of 
Lahore remarked, 


For the first time in their history the majority of the Provinces 
in India are going to be under a national democratic government 
in the modern sense, and for the first time in their history the 
Congress will cease to be His Majesty’s permanent opposition. 

The realities of constitutionalism were accepted nearly 
everywhere, and there was general appreciation of the 
opportunities now lying ahead of the Congress party in 
the fields of social and economic reform. 


Il. THe VicEroy’s INTERVENTION 


HE crisis had existed for nearly three months before 
Lord Linlithgow intervened. During that period 

various statements were made, on the Congress side chiefly 
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by Mr. Gandhi, and on the Government side chiefly by 
Lord Zetland and the provincial Governors. These 
successive declarations tended to lessen the existing 
differences, and Mr. Gandhi undoubtedly played a large 
part in bringing the problem to a position in which it 
could be solved. By a process of elucidation the issue 
was transformed from a demand that the Governors would 
never use their special powers to a request that they should 
dismiss their Ministers when they were unable to follow 
the latter’s advice. It was at this stage that the Viceroy 
issued a message to India. For several weeks his silence 
had been severely criticised in the Congress press, but it 
became clear by the time Lord Linlithgow spoke that many 
of the difficulties had been removed. Earlier intervention 
on his part might have done little to ease the situation and 
possibly much to complicate it. 

The Viceroy’s message to the country assembled all 
the relevant arguments that had been expounded on both 
sides, analysed the Congress demand for the automatic 
dismissal of Ministers in preference to their voluntary 
resignation, and indicated the constitutional procedure 
that would be followed by Governors when in disagreement 
with their Ministers. The Viceroy naturally was unable to 
say much that was new, but he gave authority to what had 
already been said. While he indicated that the right to 
dismiss and the right to resign should remain unfettered, 
he conceded that in certain circumstances it might be 
incumbent on Governors to dismiss their Ministers. This 
practically met the Congress case, although no assurance 
of the kind originally sought was given. The Viceroy 
made it clear that the Governors’ reserve powers were 
essentially emergency powers and gave no authority for 
gratuitous interference in day-to-day administration. He 
emphasised that parties in power, no matter what their 
political allegiances might be, could depend upon the most 
cordial co-operation and collaboration from the Governors 
and the services generally. 
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It was the spirit of the speech rather than the matter 
that captured public opinion and set the tide flowing in 
favour of acceptance of office. It was quickly recognised 
by Indians that, although the Viceroy had not given the 
Congress the assurance that had been desired, he had 
interpreted constitutional procedure in such a way that an 
assurance was no longer essential. Nationalist newspapers 
as far apart as Lahore, Madras and Calcutta urged the . 
Congress to assume responsibility. The Viceroy’s message 
was subjected to a searching analysis and in some quarters 
was strongly condemned, although nearly all sections of 
the press recognised the sincerity underlying its interpreta- 
tions. Mr. Gandhi and the upper hierarchy of the Congress 
party declined to discuss the statement, pending the meeting 
of the Working Committee, and by the time that body was 
in session public opinion was definitely in favour of office 
acceptance. 

The position had changed materially since the Com- 
mittee’s previous meeting at Allahabad in April, and 
differed completely from the circumstances that surrounded 
the party when the demand for an assurance was framed at 
Delhi in March. In Delhi, the party had just come from the 
polls, flushed with an electoral victory that had surprised 
many, including Congressmen themselves. For nearly 
20 years the party had been in opposition, frequently in 
open conflict with the authorities. Distrust of British 
intentions ran deep ; the demand for an assurance indicated 
the depth of the distrust. The party had never favoured 
the new constitution and was, indeed, pledged to “‘ combat 
the Act” with a view to ending it. Straightforward 
acceptance of office did not imply “ combating the Act”, 
much less ending it, and as Congressmen had always 
contended that real provincial power was enshrined in the 
safeguards it was natural that they should seek some 
assurance regarding their use. Many misconceptions under- 
lay their original demand, and the subsequent controversy 
has done much to clear them away. The Act of 1935 has 
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been subjected to a critical analysis which has been 
informative and valuable both to Indians and to British 
officials in India. This was emphasised particularly7in a 
statement made by Sir Maurice Hallett, Governor of 
Bihar, whose elucidation of the relations between Governors 
and Ministers did more than almost any other single state- 
ment to convince Congress of the genuineness of British 
intentions. The Viceroy’s statement set an authoritative 
seal on all the previous pronouncements, and Congress 
leaders set about the formation of their Cabinets con- 
vinced that, if in the letter they had failed to secure the 
assurance they sought, they had at any rate achieved some- 
thing in having the purposes of the Act explained in a 
manner that should greatly assist its successful operation. 


III. REASONS FOR THE CHANGE 


ARIOUS factors contributed to the Congress decision 
to accept office. There was a growing weariness with 
the public controversy, and even Congress politicians and 


newspapers began to see the uselessness of pursuing con- 
stitutional discussion to further lengths. The Hindu, of 
Madras, after supporting the Congress case for several 
weeks, advised the party 


not to waste its time in trying to evoke a manifestation of good 
will, but resolve upon taking office, confident that, assurances 
or no assurances, it can do substantial service to the people from 
that vantage point. 


There was an increasing recognition among Indians 
that the minority Ministries, with all their patent weaknesses, 
were achieving something; while all believed that these 
Ministries must in the nature of things be short-lived, 
what they were accomplishing was undermining the 
Congress claim that they could accomplish nothing. 

It became clear that the minority Ministries, as well as 
those where majority elements were in control, were 
obtaining the friendliest co-operation of their Governors 
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and that the constitution was being harmoniously worked. 
There was bitter opposition to the minority Ministries in 
the nationalist press, which realised that they had to a 
large extent counteracted the policy that the Congress had 
in view when the demand for an assurance was made. 
In those provinces where majority Ministries were function- 
ing the value of the Act was even more distinctly proved. 
In Bengal, the Chief Minister had taken steps to release, 
by degrees, some of the political prisoners, and in the 
Punjab the Ministry released prisoners convicted under the 
Martial Law of 1919. These actions won general approval, 
and convinced many people that Indian power under the 
Act was real. Leaders of most of the minority Ministries 
also made it clear that they were unfettered by official 
interference, the Premier of Bihar remarking that 


the Governor, far from interfering in any action of the Ministry, 
has always been willing to accord all co-operation and to help us. 
We have been receiving loyal and sincere co-operation from the 
permanent officials. 


Various Congress leaders urged the need for a settle- 
ment, and the way to that objective was made easy by 
Mr. Gandhi’s final interpretation of the Congress case, 
in which he indicated that the issue had been narrowed 
to a single point—that the Governors should dismiss their 
Ministers when in “serious disagreement ” with them, 
rather than expect the Ministers to resign. The extremer 
elements considered this to be a surrender on the part of 
the Congress, but more moderate opinion recognised the 
new interpretation as a logical fulfilment of the Congress 
demand for an assurance, which was largely intended to 
secure official recognition of the status of the Congress 
in Indian politics. The Viceroy definitely responded to 
Mr. Gandhi’s overtures, by recognising that his con- 
tributions to the controversy had been helpful, and by 
analysing the Congress case in its later form and proving 
that interference by Governors was a contingency none 
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desired to see converted into reality. The sincerity and 
earnestness underlying the Viceroy’s appeal found a ready 
response from Indians. 


IV. THe CoNnGREss IN OFFICE 


HE unconditional acceptance of office does not 

necessarily imply that smooth times lie ahead. The 
Congress assumes responsibility with a dual purpose. 
The party’s election manifesto, and later pronouncements, 
show that a political campaign will accompany its legislative 
activities. The political campaign is designed to “‘ combat 
the Act with a view to ending it ”, and will be fostered both 
inside and outside the Legislatures. Pandit Nehru has 
indicated that it is not to work the constitution in a normal 
way that the party has assumed office. It is not clear, 
however, how the party can destroy the Act by working 
its provincial sections, unless deadlocks are deliberately 
created. No better deadlock for combating the Act could 
have been devised than the one the party created in its 
demand for an assurance from the Governors, and the 
logical inference is that in discarding that position the party 
will work the Act reasonably. Outside the Legislatures 
it intends to develop its hold upon the masses, presumably 
in preparation for a further trial of strength with the 
British Government, when “ sanctions ” have been forged 
that will put the party in a stronger position than it is in 
to-day. Even the Congress press admits that the party is 
not ready for civil disobedience; nor is the country willing 
to countenance such a policy at present. It is pointed out, 
however, in various quarters that civil disobedience as a 
political weapon has never been discarded and may at any 
time be employed again. 

The country as a whole inclines to the view that in taking 
office the Congress is fired by the ideals of service to the 
people. The party outlined an advanced programme, 
which many of the electors wish to see implemented. 

815 





AN INDIAN MILESTONE 


That programme may create difficulties, particularly in the 
United Provinces, where the agrarian policy of the party 
aims at fundamental readjustments in land revenue and 
rents. But in many other respects the social and economic 
policies to which the party is pledged may be carried out 
under the Act, and there is every reason to believe that the 
party will conscientiously work for improving the lot of the 
peasants and bringing about realignments in the social 
scheme of things in India. It is admitted that the party 
lacks outstanding provincial talent, although in one or two 
provinces some of the principal Congress leaders are 
assuming control. A greater weakness is the absence of 
any administrative experience, which doubtless accounts 
for the desire of the upper hierarchy to retain some definite 
control over policy in all provinces where Congressmen are 
Ministers. ‘The idea is encouraged that the provinces 
should be administered under an all-India policy, but this 
is certain to come into conflict with provincial conditions, 
which vary everywhere. It will be difficult for Congress 
Ministries in Madras to follow lines exactly similar to those 
found suitable for Bihar, and the belief is expressed that the 
new provincial Ministers must inevitably adopt policies 
appropriate to their particular provinces. ‘This implies 
that it will only be in the party’s political, or extra- 
legislative, activities that all-India unity will be retained. 
The Congress leaders will have to decide whether they 
intend to wreck the constitution and return to the political 
wilderness, or to work the Act in order to prove that its 
limitations are such as to prevent the expression of Indian 
aspirations. One of the most significant statements in the 
Viceroy’s message, and one that has been widely over- 
looked, was Lord Linlithgow’s contention that politics, 
by their very nature, are ever dynamic; to imagine 
that their expression in terms of a written constitution can 
render them static, he said, is to disregard the lessons 
of history and the dictates of common sense. In this light 
there is every reason to believe that the Congress party, 
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like all other parties, will find ample scope and opportunity 
for service within the constitution. 


V. THe MAssES AND THE MINORITIES 


HE Working Committee’s resolution contained some 

significant assertions which have a direct bearing on the 
whole question of Indo-British relations. It stated that 
the committee was unable to subscribe to the doctrine of 
partnership propounded in official interpretations of the 
Act. It claimed that a proper description of the relations 
between the British Government and the Indian people 
was that of exploiter and exploited, which implied that 
representatives of the two peoples held an entirely different 
outlook upon almost everything of vital importance. 
This belief is one of the root causes of Indian discontent 
with the reforms and is largely based on Indian distrust of 
British intentions under the Act. The elimination of this 
distrust is essential to the successful working of the 
reforms. 

On the British side efforts should be made to prove 
that the Act does in fact completely alter the constitutional 
relations that obtained before April 1, and that bureaucracy 
has been superseded by responsibility, restricted only in a 
very limited sphere. Lord Zetland and others have proved 
conclusively that parliamentary intervention in provincial 
affairs has been greatly circumscribed by the Act, but there 
is a strong body of Indian opinion which inclines to the 
view that officials in India are too “ set” in their attitude 
and too hostile to the Congress to reorientate their policy 
towards the party. On the Indian side there is need for a 
more appreciative understanding of the Act and its im- 
plications. Proof of the changed relations will emerge only 
after the Act has been working for some time, but if the 
spirit of partnership is lacking in its working little success 
will be achieved. Much of Congress distrust is unjustified 
and derives more from past experience than from any 
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genuine appreciation of the changed relations that the 
Act implies. 

The best proof that the Act of 1935 marks a great 
constitutional advance on its predecessor may be gauged 
from the decision of the Congress to assume responsibility. 
It is emphasised by the growing belief among Indians that 
opportunities are now available for the Congress to bring 
some of its economic and political theories into effect. 
Much has been made, in some obstructionist quarters, of 
the fact that the electorate, however expanded, represents 
the enfranchisement of only about 10 per cent. of the 
population, and that the great mass of the people still 
lacks the vote. But, as the Simon Report indicated, the 
masses ate greatly affected by political movements, and 
particularly by those leaders who are willing to concern 
themselves with the welfare of the peasants. Although 
Congress claims to speak for the masses, it is largely a self- 
appointed spokesman, deriving no direct authority from the 
vote-less population. That is why Pandit Nehru is so keen 
to broaden the political basis of the organisation by in- 
cluding the peasants within its fold, and to expand its 
nationalist basis by bringing in the Moslems. There is 
no doubt whatever that the Congress is genuinely interested 
in bettering the lot of the poor; but until the masses, and 
particularly the vast minorities, are ready to accept the 
Congress leadership from choice, the party has no authentic 
justification for the claim that it represents all Indian 
interests. 

To constitutional purists one of the distressing features 
of the Act is the protection it affords to special interests 
and minorities, chiefly at their own request. These safe- 
guards are anathema to Congressmen, whose theorisings 
about freedom and liberty sometimes obscure the realities 
of Indian conditions. In effect, the removal of distrust 
between Indians is as important, if not more important, 
than the removal of Congress distrust of British intentions. 
The political disunity in this country makes it obvious that 
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the British Parliament in framing the Act was circumscribed 
by prevailing conditions, and that British obligations will 
remain until the politically-minded elements in India 
resolve themselves into some form of cohesion. 

Pandit Nehru has appreciated this and has inaugurated 
a campaign to convert the Moslems to the Congress 
political philosophy. He claims that the Congress failure 
to secure greater electoral support from the Moslems was 
entirely due to lack of Congress organisation within the 
Moslem community. He contends that the younger 
Moslems are anxious to discard the communal thinking 
of their forbears and are willing to affiliate themselves 
with a nationalist organisation like the Congress. He is 
fully aware that until the two main communities are working 
in political harness the cause of nationalism will be stultified. 

All will agree that a united India is a desirable goal, 
and many will argue that its achievement will mark the 
beginning of the end of British sovereignty. But under- 
lying most Indian opinion is a strong faith in the value of 
the British connection, and there is no evidence that 
India will cut adrift from the British Commonwealth of 
Nations, even if the fullest measure of national independence 
is obtained. The political relations between the two 
countries have been marred in recent years by contrasting 
economic interests, although Indians tend to exaggerate 
the conflict by implying political motives where frequently 
none exists. Indians recognise only too well that 
British political institutions are much more liberal than 
those of most other nationalities ; and their intense hostility 
to the activities of some totalitarian States suggests that a 
fruitful partnership between the British Commonwealth 
and the Indian people will long endure. 


India, 
July 22, 1937. 





GREAT BRITAIN 


I, THE New GOvERNMENT 


N May 28 Mr. Stanley Baldwin resigned the office of 

Prime Minister, which he had held for three periods 
totalling over seven of the previous fourteen years. He had 
passed, not long since, through an interval of deep popular 
discredit after the Hoare—Laval episode, but his part in the 
abdication episode had fully restored his prestige, and he 
retired from active political life amid spontaneous praise 
from all parties and all the countries of the Commonwealth 
for his patient statesmanship and his determination at all 
times to do right as he saw it. He saw it through the eyes 
of an English country gentleman, anxious to preserve the 
traditions and dignities of national life, and to adjust the 
relations between economic classes to the patriarchal 
pattern of rural society; unimpressed by purely pecuniary 
argument or by “isms” of Right or Left; reluctant to 
meddle with international affairs, which might disturb 
the peace of the country he loved. His character and 
leadership have left a deep mark on British public life, 
on the affairs of the Commonwealth, and in a largely 
negative sense on those of the whole world. The first 
act of his successor was to advise the King to confer on him 
an earldom and the Garter. 

Mr. Ramsay MacDonald, who shared with Mr. Baldwin 
those fourteen years of the Premiership, and whose per- 
sonality has had scarcely less influence upon our political 
history, resigned at the same moment. He was generally 
believed to have been also offered a peerage, but to have 
declined; and he retains his seat as National Government 
member for the Scottish Universities. Mr. Walter Runci- 
man, the most experienced in office of them all, received 
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a viscounty on his retirement from the presidency of the 
Board of Trade, which he first held twenty-three years ago. 

Mr. Baldwin was succeeded, as everyone expected, by 
Mr. Neville Chamberlain. Mr. Chamberlain represents 
an entirely different political tradition, that of the business 
man whose grounding in public affairs lies in provincial 
municipal life, and it remains to be seen what changes this 
may entail in the course of our political development. 
His conservatism is likely to show at least a streak of the 
radicalism that marked his father’s earlier career. Sir 
John Simon took his former place as Chancellor of the 
Exchequer, and Lord Halifax that of Mr. Ramsay Mac- 
Donald as Lord President. Sir Samuel Hoare went to the 
Home Office, Mr. Duff Cooper to the Admiralty, Mr, 
Hore-Belisha to the War Office, and Dr. Burgin to the 
Ministry of Transport, these being successive links in a 
chain of translations. Mr. Oliver Stanley, who succeeded 
Mr. Runciman, was himself succeeded as Minister of 
Education by Lord Stanhope. The latter, Dr. Burgin, 
and Lord de la Warr, who became Lord Privy Seal in the 
room of Lord Halifax, were the only newcomers to the 
Cabinet. Since in party colour they are respectively 
Conservative, Liberal National, and National Labour, like 
the retiring Ministers, and since the remaining offices were 
retained by their former holders, the balance of parties in 
the Cabinet was disturbed only by the reduction of its 
numbers by one, the First Commissioner for Works, 
formerly the Conservative Mr. Oliver Stanley. Thus 
after six years and two general elections we still have 
“the mixture as before”. The chief criticism of the 
reconstruction was directed against the changing of horses 
in mid-stream at two of the service Ministries, especially 
at the Admiralty, every one of whose three political repre- 
sentatives was replaced by a novice in naval administration. 
It certainly seems unfortunate that at this time of crisis 
the political exigencies of promotion and precedence 
should appear, however falsely, to have over-ridden the 
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need for pressing forward the rearmament campaign with 
the utmost concentration. 


II. THe NATIONAL DEFENCE CONTRIBUTION 


R. CHAMBERLAIN took office amid an extra- 

ordinary political situation for a new Prime Minister 
to face. He had been responsible for introducing a tax 
proposal which had been received with almost unanimous 
outcry by his own supporters and had found scarcely a 
friend anywhere.* The Finance Bill embodying the 
detailed terms of the National Defence Contribution, 
which was published on May 24, contained a number of 
concessions to his critics. The standard period, in relation 
to which the taxable increase of profits would be calculated, 
which had originally been fixed as the average of 1933 to 
1935, would now be either the average of any three of the 
years 1933 to 1936 or any two of the years 1933 to 1935. 
The rate and gradation of the tax were adjusted in favour 
of the taxpayers. Additional relief was afforded to small 
businesses and new businesses. Industries which on 
account of their inevitably speculative nature or for other 
reasons had been allowed a specially large standard rate of 
profit under the war-time Excess Profits Duty would be 
similarly privileged under the new tax. 

These and the other concessions introduced were pre- 
sumably thought by the Government to be sufficient to 
appease the critics. It was a grave miscalculation. Three | 
days later a meeting of representatives of British industry | 
passed a resolution declaring that the provisions relating 
to the National Defence Contribution 


must involve major ayaa and inequities, particularly upon 


those industries which have been peculiarly subject to depression 
in recent years, and must severely restrict the growth of enterprise 
and the development of new forms of industrial activity. 

The industries represented recognise the necessity that industrial 
profits must provide {25,000,000 per annum to the national 


* See THE Rounp TaBLeg, No. 107, June 1937, pp. 629-635. 
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revenue in view of the heavy outlay for rearmament, but. . . 
drastic amendment of the present proposals is essential to make 
the contribution operate with that degree of justice which alone 
can render it acceptable to the taxpaying community and ensure 
that it shall be paid with the willingness which is traditional. 


When the Finance Bill came before the House on May 
31 Sir John Simon had fallen heir to this awkward inherit- 
ance as Chancellor of the Exchequer. He found himself 
attacked on all sides, and his admission that the modifications 
had reduced the prospective yield from £25 million to 
£15 million only added to the armoury of his critics. 
Mr. Dalton’s advice, from the Labour benches, was to 
“take it back and try again”. An Opposition Liberal 
described the tax as a “ national endowment of accountants 
and lawyers”. A Liberal National told the Prime Minister 
that he was “presuming on his position and upon the 
loyalty of his supporters”. Mr, Winston Churchill, in an 
irresistible speech, offered his “avuncular advice”. He 
hoped they “ would not have a draggle-tailed, tattered tax 
forced through sulky lobbies”. The Prime Minister and 
the Chancellor would, in his belief, be right and courageous 
if they now dropped the whole thing and made a virtue of 
dropping it. Mr. Chamberlain took the advice, and 
industry at its word. He would, he said, be not only 
something less than prudent, but would be stupid if he were 
to persist in a particular method of getting what he wanted 
if he could get it by a simpler method and get it in larger 
amounts and in a much better way. He proposed to with- 
draw the present proposals and substitute a simpler tax 
with a larger yield. Mr. Attlee, leader of the Opposition, 
instantly congratulated the Prime Minister on his respon- 
siveness to the will of the House. 

The substitute plan, published on June 16, discarded the 
model of Excess Profits Duty for that of another war-time 
expedient, Corporation Profits Tax. A tax not exceeding 
5 per cent. would be levied on trade and business profits 
in excess of £2,000. Professions and public utility under- 
takings would be excluded, and the tax might be remitted 
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on new industries established in the “ special areas”. The 
gross yield was estimated at £25 million, but the tax would 
be deducted before computing profits assessable to ordinary 
income tax. The revised provisions, though receiving 
some detailed criticism and amendment in committee, 
were accepted almost meekly on both sides of the House, 
and duly passed into law. 

The incident is not, in retrospect, entirely easy to under- 
stand. There must be many industries and firms whose 
burden will be much higher under a tax yielding £25 million 
than under one yielding £15 million or less, and it is safe 
to assume that some of them were among those that 
protested vehemently against the original tax even in its 
modified form. The willing acceptance of a heavier tax 
for the sake of greater simplicity in calculation is not a usual 
business trait. It is reasonable to ascribe a large part of the 
agitation to uncertainty concerning the exact incidence of 
the original tax, its widely different weight on different in- 
dustries and companies, and its stern gradation against 
firms whose profits had most rapidly increased and there- 
fore had most keenly tempted the speculative investor— 
all characteristics that entailed a maximum degree of 
depreciation of stock exchange values, by comparison with 
a super-tax on profits which applied uniformly to all in- 
dustries. But if—as there is plenty of evidence to suggest 
—this financial, capitalist consideration was a prime motive 
in the criticism of Mr. Chamberlain’s plan, why should the 
Labour Opposition have marshalled itself in the same 
camp? Politics are certainly full of paradoxes. 


Il], THe Lasour Party 


HE Labour party has not, indeed, been altogether 
happy in its rdle of chief parliamentary Opposition. 
There have been hints of discontent with its leadership 
and of a demand for more vigorous anti-Government 
tactics. When Mr. Shinwell, himself a keen parliamentary 
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fighter, circulated a memorandum among his fellow mem- 
bers suggesting that their policy be “ gingered up”, it was 
rumoured that his action had been inspired by Mr. Attlee’s 
congratulations to the Government on their submission 
over the National Defence Contribution. Mr. Shinwell, 
however, denied that this had been the occasion or that 
his intention was rebellious, and his memorandum was 
amicably discussed at a meeting of the parliamentary party. 
Nevertheless, there has been apparent, both to its own 
members and to others, a fatal want of decision and 
unity in the Labour party’s attitude. Certain incidents, of 
minor importance in themselves, have cumulatively served 
to lower Labour’s prestige in the House and in the country. 
Thus a motion for the adjournment, which had been 
demanded by the Labour party itself in order to discuss 
foreign policy, was deliberately talked out by one of its 
own members. A few days later occurred the overruling 
of the party executive by the back-benchers in a decision 
on the party’s attitude towards the defence votes. The 
leaders, including Mr. Attlee and Mr. Herbert Morrison, 
wished the party to challenge the defence estimates in 
the lobbies, but an opposition led by Mr. Hugh Dalton 
mustered a majority, and party discipline secured com- 
pliance with the decision to abstain from voting. Only 
six members of the party’s pacifist wing joined the 
members of the Independent Labour party in publicly 
opposing rearmament. 

The trade union movement has also been passing through 
a period of conflict between its Right and Left wings, in 
which so far the Right has triumphed. In more than one 
trade dispute, counsels of compromise have gained the 
day, and the clouds of industrial warfare that threatened 
so ominously a few months ago have been dispersed. 
When the last issue of THE RounD TaBLE went to press, 
the London bus strike was still in progress.* The repre- 
sentatives of the busmen, acting against the known opinion 

* See THE Rounp TABLE, No. 107, June 1937, pp. 639-641. 
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of the upper hierarchy of the Transport and General 
Workers Union, had rejected a settlement along the lines 
suggested by the official board of enquiry. The busmen’s 
next action was to try to increase the effectiveness of the 
strike by bringing out the tramwaymen and the trolly-bus 
workers, but a delegate conference of this section of the 
union, held on May 20, refused to extend the dispute on 
unofficial lines, and pledged itself to assist in carrying out 
any action that the executive council of the union might 
desire. Five days later, the executive council decided to 
telieve the busmen’s committee of responsibility for the 
further conduct of the dispute. 

On May 26, after a meeting with representatives of the 
London Passenger Transport Board at the Ministry of 
Labour, the executive ordered the busmen to return to 
work. The terms of the understanding with the Board 
were that all strikers should be reinstated without penalty, 
that existing terms of work and wages should continue for 
the time being, that both parties accepted the report of the 
board of enquiry, and that they would immediately meet 
to negotiate a new agreement and to establish joint 
machinery for the investigation of various aspects of the 
busmen’s conditions of work, especially in relation to the 
effect that those conditions might have upon their health. 
Such investigation was to be followed by the “ immediate 
and appropriate steps ” required, either through a reduc- 
tion of hours or otherwise. The busmen had been on 
strike for a day short of four weeks, and 25,000 drivers 
and conductors had been involved. The settlement left 
open the main issue in the strike, namely the claim for a 
74-hour working day. A new agreement, largely favour- 
able to the men but keeping the maximum working time 
at eight hours, though subject to later revision, was signed 
in the middle of June. 

The agreement had been negotiated by Mr. Ernest Bevin 
and other central officers of the union. A week before it 
was reached, the union executive had suspended the central 
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bus committee, which had been responsible for the strike, 
from all its duties. Full control of all matters relating to 
the busmen’s section would be vested in the executive 
until the investigation of existing conditions had been 
completed. Mr. Bevin’s campaign against the extremists, 
and against “‘ unofficial ” leadership and action, was pressed 
home to the end. The union executive submitted a special 
report to the annual conference of the union in July 
recommending that an end should be put to rank-and-file 
organisations within the union and to all bodies not 
acknowledged by the rules, and asking the conference to 
authorise disciplinary action against members who took 
part inthem. The report was adopted by an overwhelm- 
ing majority, the chief opposition coming from the bus- 
men’s leaders. This decision was promptly followed by 
the expulsion from the union of three of the leaders of the 
bus strike, and the suspension of four others from the 
right to hold office for three or five years. Mr. Bevin had 
established his position as virtual dictator of the transport 
workers and the outstanding leader in British trade union- 
ism to-day ; at the same time he had expressed the violent 
antagonism of the majority of the trade unionists to the 
subversive forces of communism and extreme socialism. 
The Labour movement is divided between those who 
believe that only in moderation is the secret of electoral 
success to be found, and those who believe that it is to be 
sought, on the contrary, in unity of all Left-wing forces, 
inflexibly campaigning against the forces of capitalism and 
fascism. Both sides to the controversy agree on one 
point, that something needs to be done to increase the 
strength of the Labour party among the electorate. The 
last few months have seen a long series of by-elections 
which have been popularly described as a miniature general 
election. This description is not altogether fair to the 
Opposition, since all but a few were safe Conservative 
seats. Twelve by-elections took place between June 10 
and July 13, all of them in constituencies formerly held by 
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the Government. In every case the result was “no 
change”, except at Cheltenham, where the official Govern- 
ment supporter was beaten by an independent Conserva- 
tive, a popular mayor of the borough. It is true that 
Mr. Isaac Foot, a veteran leader of Liberalism, came 
within 210 votes of defeating the National Government 
candidate at St. Ives, Mr. Runciman’s old constituency, 
and that another Opposition Liberal gave the Conserva- 
tives almost as close a shave in North Dorset. The 
Liberals also managed to increase their voting strength in 
Hemel Hempstead and Bewdley—in the latter constituency 
by comparison with 1929, Mr. Baldwin having been 
returned unopposed in 1931 and 1935. This encourage- 
ment to Liberalism was one of the most notable features 
of the by-elections, since the cause has languished for 
so long under the progressive handicap of the popular 
belief that it was already lost. 

But still more notable was the regular decline of the 
Government polls. Omitting Cheltenham and two seats 
where there was no contest in 1935, and aggregating the 
Liberal and Labour polls in those constituencies where 
they competed in opposition, we find that the average 
Government majority fell from 10,809 in November 1935 
to 5,881 in June-July 1937. The ratio of the polling to 
total electorates was generally low, but not lower, on the 
whole, than in 1935. Yet in spite of the slump in Con- 
servative votes, the Labour party did not come within 
hailing distance of winning a single seat. They were, 
indeed, leading forlorn hopes in most constituencies, and 
the opposition to Conservatism is traditionally Liberal in 
the West country. But it is almost an axiom of British 
politics that Labour will not get a majority in Parliament 
until it starts winning “safe”? Conservative seats. The 
average number of votes received by the Labour party for 
each contested seat has actually fallen since the general 
election, and all that can be said in mitigation is that it has 
not fallen as fast as the corresponding figure for the 
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Government candidates. “No change” may therefore be 
interpreted, in terms of public opinion, as “no enthusiasm 
but no alternative ”. 

The failure of the Labour party to establish itself in the 
popular eye as a sound alternative Government is perhaps 
the outstanding fact in national politics since the panic 
election of 1931. It is not due to any terrifying extremism ; 
for the recent trend has been all towards moderation in 
Labour counsels and the suppression of Left-wing agita- 
tion. Nor is it due, it seems, to any insurmountable 
objection to socialistic reform among a bourgeois popula- 
tion; for since 1931 Labour has not merely won but 
further consolidated a majority in the local government of 
the largest city in the world, London, and has done so on 
the strength of a positive programme of housing and 
other social expenditure at an acknowledged cost to the 
rate-payer. Indeed, it seems not unfair to surmise that 
the present lack of appeal of the Labour party in national 
politics owes a good deal to its failure to concentrate on 
such social and economic problems, and to its dissipation 
of political energy on issues remote from the interest of 
the ordinary man. It may be unjust to criticise the Labour 
party in Parliament for devoting so much time and effort 
to criticism of the Government’s foreign policy, since it is 
only against an international background of order and peace 
that social progress at home can be safely pursued. But 
from the purely electoral point of view, it seems, there 
is little positive popularity to be gained by agitation 
in favour of greater commitments abroad, whether in the 
name of collective security or in that of opposition to 
fascism. Rearmament is in truth a national policy, and 
non-intervention, it seems, is rapidly becoming one. 





CANADA 


I, FepERAL AFFAIRS 


URING the three months since the close of the parlia- 

mentary session in April, all has been quiet on the 
front of Canadian federal politics. The calm may in part 
be attributed to the absence of the Prime Minister, who has 
been in England for the Coronation and the Imperial Con- 
ference. From the Conference has come no news to 
accentuate conflicts of opinion about defence and foreign 
affairs. The provincial elections in British Columbia and 
Nova Scotia reveal that the tide has not yet turned against 
the Liberal party; and a recent declaration by Mr. Hepburn 
of Ontario of his independence of the Federal Liberal party 
does not seem to have fluttered the dovecotes of Ottawa. 

The calm, which critics call inaction, may be taken to 
reflect the general improvement in Canadian business. 
The national revenue is increasing and Canada is moving 
even more rapidly than Mr. Dunning predicted towards a 
balanced budget. The statistics of external trade are im- 
pressive. There is no longer a vast overhanging surplus of 
wheat, and prices are relatively high. The volume of 
business is increasing in almost every industry. The index 
of employment continues, if slowly, to rise. 

There is, however, a darker background. The state of 
provincial finances is not encouraging. For the last fiscal 
year, every province in Canada except Ontario reported a 
substantial increase in public debt. On the provinces, 
heavy relief charges added to the burdens of interest have 
placed an almost unbearable strain. The numbers of un- 


employed and of people on relief have unfortunately not 
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declined in proportion to the revival of business. The 
unemployment figure still stands around 500,000. Well 
over a million Canadians, or nearly 1 in 10 of the population, 
are reported to be receiving direct relief. It is now re- 
cognised that unemployment on a large scale may have 
become a chronic problem in Canada, and the report of the 
National Employment Commission appointed in May 1936 
is eagerly awaited, in the hope that it may offer some guid- 
ance towards a wise, long-term policy. 

The slow recovery of agriculture in the prairie provinces 
is not without relation to the problem of unemployment. 
There the prospects for the 1937 harvest are discouraging ; 
the future of the drought areas, particularly in Saskatchewan, 
is highly uncertain; and recovery on the prairies is still 
gravely impeded by serious accumulations of private and 
public debt. The circumstances that led Alberta in 1935 to 
grasp the straw of Social Credit and later to repudiate debts, 
and last year required a vast scheme of debt-adjustment in 
Saskatchewan, still exist. It is not surprising that the con- 
trasted tempos of recovery in east and west should emphasise 
one of the perpetual conflicts in the Canadian economy 
and in Canadian politics—the conflict of the agricultural and 
debtor west with the industrial and creditor provinces of the 
older Canada. The west again thinks of its colonial status 
in the economic empire of Toronto and Montreal; again it 
speaks loudly of the unequal incidence of the Canadian 
tariff. Last winter, there was an agitation in the west for a 
national commission to consider the special difficulties of 
the prairie provinces. The federal Government met the 
demand with the promise of a Royal Commission to in- 
vestigate generally the division of powers of taxation and 
of financial responsibilities between the Dominion and the 
provinces. The Commission, however its specific terms 
of reference may be drawn, will undoubtedly evoke discus- 
sion of some of the fundamental issues of Canadian politics 
and economics. Behind the question of the distribution of 
the taxing power lie the problems that arise in the constant 
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effort to adjust the various regional economies from sea to 
sea in a somewhat artificial national economy. The hear- 
ings of the Commission are sure to precipitate a discussion 
of the revision of the British North America Act. Indeed, 
that question is already to the fore. The constitution of 
1867, as interpreted by the courts, is widely considered to be 
inadequate to the needs of contemporary Canada. It has 
been sardonically described as one that gives all the money 
to Ottawa and all the powers to the provincial capitals. 
The recent decisions of the Privy Council on the validity of 
Mr. Bennett’s social legislation * are shattering to those who 
wish to strengthen the unity of Canada and to improve the 
social order. Critics of the judges in London do not blame 
them for failing to take cognizance of the extreme difficulties 
in the way of amending the constitutional law of Canada; 
they do attack their apparent treatment of the constitution 
of 1867 as a mere compact between the original provinces. 
The federal Government itself does not escape criticism for 
failure in recent years to exercise its powers of disallowance, 
especially in respect of certain legislation in Alberta, the 
repudiation of contracts by the province of Ontario, and 
the Quebec statutes directed against the status of the 
English language and civil liberties. ‘‘ Conflicting sec- 
tional interests,” says one critic, “‘ are fast driving us toward 
the same kind of deadlock in government which existed in 
Canada during pre-Confederation days.” 

Separatist tendencies are strong in Canada in 1937. 
Prosperity seems to be the true cement of Canadian unity in 
the everlasting struggle against geography. The lean years 
from which the country is just emerging have strengthened 
the centrifugal forces. The depression has stirred to new 
life the nationalism of Quebec. It has awakened the 
chronic suspicions of the west towards the east. It has 
even led Ontario into courses eccentric to the orbit of 
Ottawa. At such a time the decisions of the Privy Council 
come most inopportunely. A few voices have been heard 

* See the article on “ Canada and the Privy Council ” above, p. 755. 
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once more to advocate a National Government to deal with 
the constitutional problem. 


II, ProvrncrAt Po.rrics 


HE first provincial elections since Quebec returned the 
Union Nationale in August 1936 took place in June in 
British Columbia and in Nova Scotia. The victories of the 
existing Liberal Governments were a reflection of im- 
proving business conditions on the Pacific and Atlantic 
coasts. In British Columbia Mr. Pattullo was returned 
suffering minor losses to the Conservative party, which will 
now replace the Co-operative Commonwealth Federation 
as the official Opposition. The C.C.F. held its ground with 
seven seats. Supporters of Social Credit commanded only 
1,600 votes and did not win a seat; the lesson of neighbour- 
ing Alberta had been fully learned. Ina straight two-party 
contest in Nova Scotia, the Liberals under Mr. Macdonald 
won 25 seats against 5 for their Conservative opponents, 
These elections have caused little comment. The 
journalistic spot-lights have been fixed on Alberta, Ontario 
and Quebec, whose politics may be taken to illustrate the 
diverse patterns of Canadian affairs. 


Alberta. 


In Alberta, the comedy of Social Credit is still being 
played. The Government lives on promises as if one really 
could fool all the people all the time. The experiment in 
prosperity certificates or scrip, launched as a red-herring in 
the summer of 1936, has been abandoned. At the turn of 
the year, disgruntled private members were framing a 
belated plan of Social Credit action with the assistance of 
Mr. J. G. Hargrave, an expert from England. In January, 
the disillusioned expert made a dramatic exit from the 
province after making a statement to the press in which he 
said : 

Having done my utmost to help, I am leaving Alberta because 


I find it impossible to co-operate with a Government which I 
consider a mere vacillating machine which operates in starts, 
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stops and reversals. . . . I still feel that the first Social Credit 
Government in the world is not yet publicly committed to the 
principles of Social Credit. I still feel that it lacks technical 
knowledge and that, as a consequence, it has over the past 16 
months groped its way like a man stumbling along on a pitch- 
black night. There were indications that it was groping its way 
in the right general direction but I should now hesitate to say 
even that. 


In February, the Supreme Court of Alberta declared invalid 
the Acts of the special session of the summer of 1936 
reducing private debts and rates of interest on public and 
private debts. The Government replied by imposing a 
moratorium on private debts. 

During the regular session of the legislature from February 
to April, a revolt against the Government developed among 
the rank and file of Social Credit members. The revolt 
was directed against the procrastinations of Mr. Aberhart, 
whose 18 months of grace had expired, and against the 
orthodox budget of his Government. The Social Credit 
miracle apparently does not require additional taxation, 
The budget did not increase the income tax, but it did raise 
the tax on corporations and the provincial sales tax, in order 
to meet the deficits that still exist in spite of defaults on 
maturing bond issues and the arbitrarily lowered rates of 
interest. The insurgents objected to the increased taxation. 
Mr. Aberhart faced his opponents with the power of dis- 
solution and the battle ended in a compromise. Mr. 
Aberhart set up an Alberta Social Credit Board of five 
private members to be responsible for what is presumably 
the major policy of his Government. The insurgents were 
to take their turn in squaring the circle. They consented to 
vote interim supply. The budget was suspended and a 
special session of the legislature was announced for June. 

In May, the factions waged a spirited battle on platforms 
throughout the province while the chairman of the new 
Social Credit Board took counsel with Major Douglas in 
England. Major Douglas announced that he would come 
to Alberta when party harmony was restored, and two 
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lieutenants were sent to the Social Credit front. - At the 
adjourned meeting of the legislature in June, harmony was 
restored; the budget was accepted; a radical Bill for the 
reduction of the principal of debts was abandoned; the 
earlier Debt Adjustment Act was extended to protect all 
debtors and all debts contracted before July 1, 1936. The 
main argument for peace seems to have been the simple fact 
that insurgent members receive a sessional indemnity of 
$1,800 a year; for, as a woman member devoted to the cause 
of Mr. Aberhart ingenuously explained during the forays of 
May, insurgent members would now be on relief had they 
not received Mr. Aberhart’s benevolent approval in 1935. 
The reconciliation of the factions, the creation of the 
Social Credit Board, the new liaison with Major Douglas, 
and the arrival of the experts allow the Government to offer 
new hopes of Social Credit achievement and to win a new 
lease of political life. Actually, faith in Utopia is waning. 
In 1935, 54 per cent. of the electorate voted for Mr. Aber- 
hart. They included many who cast their ballots for 
reasons other than enthusiasm for Social Credit. Since 
they have long since seen the error of their way, it may be 
guessed that a new election would see the downfall of Mr. 
Aberhart, provided, of course, that there is a unified 
Opposition. That has been the goal of an organisation of 
citizens of all parties called the People’s League. It remains 
to be seen whether a new provincial party will emerge or 
whether the re-organised Liberals will succeed in rallying 
the forces of opposition to the Social Credit experiment. 
At the moment, it seems that the Aberhart Government will 
remain in office until new dissensions split its party ranks. 


Ontario. 


The political scene in Ontario has been agitated by the 
activities of Mr. John Lewis’s Committee on Industrial 
Organisation and by the uncompromising opposition of the 
provincial Government to the introduction of its char- 
acteristic methods, including the “ sit-down” strike, into 
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Canada. Shortly after the conclusion of the sit-down strike 
in the General Motors Corporation in the United States, a 
strike began in the company’s Canadian factory. An 
emissary of Mr. Lewis arrived in Oshawa. It is not clear 
whether the C.I.O. chose Oshawa as a key position in a 
strategic drive into Canada or whether the Oshawa workers 
invited the C.I.O. to come over into Macedonia. Mr. 
Hepburn was more than inclined to take the former view. 
He announced that “‘ Lewisism ” would stop at the border. 
Two of his more radical Ministers were promptly asked to 
resign on the ground that they had respectively approved of 
the payment of relief to strikers and denied police protection 
to a firm which had refused to recognise the C.1.O. Thus 
the Government that once appeared so far to the Left over 
the repudiation of power contracts moved sharply to the 
Right on the labour issue. Moderate opinion is uncertain 
about the aims of the C.I.O. Is it a belated attempt to 
inaugurate a régime of collective bargaining in America, or 
the effort of a ruthless minority to subvert the economic and 
political order? Mr. Hepburn’s impulsive intervention at 
Oshawa suggests that he took the darker view. At any 
rate, he was determined that the industrial conflicts of the 
United States should not extend to Ontario to the detri- 
ment of an expanding export trade and of mining activity 
in the north. 

The Oshawa strike ended with the recognition of the 
local union of the United Automobile Workers’ Inter- 
national Union, but Mr. Hepburn scored a pyrrhic victory 
when peace was signed by local workers and not by agents 
of the C.1.O., 

Mr. Hepburn went on to defy the Liberal chieftains in 
Ottawa, where events in Oshawa had been treated as a 
decent, old-fashioned strike. In June, he announced in 
wotds destined for the head-lines that although still a 
reformer he was not a Mackenzie King Liberal. In the 
same address Mr. Hepburn made a gesture of good will to- 


watd Mr. Duplessis of Quebec, who likewise has no love 
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of international trade unions, new style. Quebec returned 
the compliment. The net result of these events has been to 
split the ranks of the Ontario parties. Many Conservatives 
think that the erstwhile radical Mr. Hepburn has acted 
sincerely and well; many Liberals deplore his volatile 
actions and his alleged enfen‘e with mining millionaires. 

The prophets have been busy. They announce an 
early election in Ontario with Mr. Hepburn leading a 
coalition of the Right; or they predict a new third party in 
federal politics based on a mixed marriage of Conservatives 
in Ontario and Quebec; others of a different stripe foretell 
the rise at last of an effective Labour party. The ordinary 
citizen is distressed to hear the sinister words fascism and 
communism and to realise that the contemporary conflict in 
the United States has reached the Dominion of Canada. 
As for the industrial workers, there is reason to believe that 
the majority of them strongly resented Mr. Hepburn’s 
uncompromising opposition to an organisation that was 
tacitly recognised by the Dominion authorities as “an 
international union ” within the meaning of the Immigration 
Act and therefore entitled to send its accredited representa- 
tives into Canada on their lawful occasions. While the 
flocking to the standards of the C.1.O, that occurred just 
after its success in the General Motors strike at Oshawa has 
ceased, and a contrary movement is said to have set in, that 
is not to say that Mr. Hepburn will not feel the displeasure 
of the workers at the coming election. 


Quebec. 


A year has now passed since the Union Nationale of 
Conservatives and insurgent Liberals destroyed the Tasche- 
reau regime in Quebec.* The years of depression had 
strongly accented the nationalism of French Canada, and 
the Government of Mr. Maurice Duplessis was swept into 
power by a resurgence of anti-English fecling. Opinion 


* See the article on “ Nationalism in French Canada ”? in THE Rounp 
TaB.e, No. 105, December 1936, pp. 126-136. 
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was particularly hostile to the economic domination of 
Quebec by alien “ big interests ” such as the power trusts. 
The revived nationalism urged a “new deal” for the. 
French Canadian masses. The aspirations of the more 
extreme nationalists of 1936 could be satisfied with nothing 
less than a thorough policy of expropriation and public 
ownership, but a socialist Quebec is a contradiction in terms. 
In two sessions of the legislature, Mr. Duplessis has 
maneeuvted skilfully between election promises and the 
ancient ways in Quebec. There has been no attack on the 
principle of private ownership, but only gestures to restrain 
the trusts and to placate public opinion. One statute aims 
at preventing over-capitalisation in industry. Another 
bars the Crown from granting leases of forests, mines, and 
water power except to companies wholly incorporated 
within the province. Several deal with the question of 
electric power. A new commission of control has been 
set up to investigate the private utilities and to protect the 
consumer, Municipalities have been granted special powers 
to build and to operate their own power plants. A special 
government agency has been set up to produce and to 
distribute power in the mining areas of northern Quebec. 

The new emphasis on the colonisation of marginal areas 
within the province is strictly in the tradition of the national- 
ist policy of Church and State in Quebec. It aims at 
maintaining a peasant society and balancing the spread of 
urbanisation. An extreme by-product of the resurgent 
nationalism is a law of doubtful validity directed against the 
status of the English language in Quebec. Henceforth, 
whenever there is a difference in the text of the law, the 
French version shall prevail regardless of the source of the 
law. The new rule deprives the English minority of an 
authoritative text in their own language and threatens to 
carry confusion into the interpretation of the law. 

The drive against international trade unions and especially 
the C.I.O. is in the tradition of a province that favours 


Catholic unions under the zgis of the Church, and is also a 
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special sign of the times. It brings Mr. Duplessis of 
Quebec into line with Mr. Hepburn of Ontario. Another 
sign of the times is the extraordinary “‘ padlock ” law, which 
seeks to protect the province against “ communist ” propa- 
ganda. Communism is a wide and very vague term in 
Quebec, where communists in the strict sense arefew. The 
new law gives to the Government the power arbitrarily to 
padlock houses from which undesirable propaganda is being 
spread. It is said in some quarters to be directed against all 
ideas that are anathema to the Church, and has been widely 
noted throughout Canada as a grave infringement of civil 
liberties. 

The charge of fascism has been made against the Govern- 
ment of Quebec. No doubt there is a tendency in that 
direction, but Mr. Duplessis is probably no more fascist than 
he is nationalist in any extreme sense of pursuing self- 
determination for Quebec. The extremists who speak of 
separation or of the corporative state are a small minority 
within the ranks of the Union Nationale. The recent 
legislation indicates an opportunist attempt to satisfy and 
yet to control the forces of nationalism. With some 
exaggerations, it mainly follows the old ways of maintaining 
the particularism of French Canada against the sapping 
forces of North American civilisation. But Quebec is 
stirring, and the new movement may go to the Right or to 
the Left—towards a corporative state within the limits of 
the encyclical Quadragesimo Anno, or, in the pursuit of 
material progress, away from the Church in a more liberal 
direction. For there are at least a few liberals in Quebec 
who trace the economic subordination of the French 
Canadian less to the guile of government than to the 
traditional education of the people, and who regard the 
Church as well as the power corporations as a “‘ big interest.” 
Quebec, it should be remembered, was separated from 
France before 1789. 


Canada, July 1937. 
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I. OrrAwA AND AUSTRALIAN TRADE POLIcy 


HE Anglo-Australian trade agreement * expires on 

August 20, 1937, but it will live on subject to the 
prescribed six months’ notice by either Government. 
Ministers have been extremely reticent regarding their 
policy, but before leaving for the Imperial Conference the 
Prime Minister hinted, to a private deputation representing 
the Associated Chambers of Manufacturers and of Com- 
merce of Australia, that formal notice of denunciation would 
probably be given some time before the federal elections, 
with a view to enabling the agreement to be modified 
early in 1938. In a subsequent statement, Mr. Lyons 
explained that the agreement would not be discussed at the 
Imperial Conference, partly because of an already over-full 
agenda, and partly because previous experience proves that 
the method of leisurely bilateral conversations is more 
effective for securing revision than a full-dress conference 
working to a time-table. Events have, to some extent, 
forced the hands of delegates, and the American overtures 
have lifted the discussions of the Ottawa principles from the 
level of domestic give-and-take to the international plane 
of world well-being. 

In common with that of the rest of the Empire, Australia’s 
trade has expanded since Ottawa, and the figures also dis- 
close some diversion of trade from foreign countries to 
Great Britain. It would be unsafe to argue, however, 
that either the expansion or the diversion is a result of 
Ottawa. Both may be traceable to other factors, such as 

* See Tur Rounp Taste, No. 89, December 1932, pp. 54-60 and 


191-197; and No. 92, September 1933, pp. 895-904. 
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general economic recovery in the Empire, and the stability 
of the London—-Australian exchange, factors that have 
contrasted sharply with conditions prevailing in other 
countries. Nor are the changes in the Australian tariff 
all attributable to the Ottawa agreement. The removal of 
the crisis prohibitions of 1930-31, or at least their modifica- 
tion, would naturally have followed economic recovery, 
and the greater part of the initial lowering of duties soon 
after the agreement was signed can be explained by internal 
conditions, such as the fall in local production costs, 
increased industrial efficiency, and the protection afforded by 
the fall in the Australian pound. 

Hampered by election promises and by the protectionist 
opposition of the Labour party and the manufacturers, the 
Government had to walk warily. While it did reduce some 
duties in the tariff schedules of October 1932, its simul- 
taneous raising of the general tariff on many classes of 
foreign goods was an unexpected application of the 
principle of British preference. Nevertheless, the Tariff 
Board could report in 1935 that the 1930-31 prohibitions 
and surcharges had been removed, that primage on 
hundreds of items of United Kingdom goods had been 
either cancelled or reduced, and that of about 300 items 
reviewed by the Board the duties on 285 had been reduced 
below those ruling in August 1932. Until 1933-34 the 
Board had regarded primage and exchange premium as 
temporary phenomena and had ignored their effects in 
deciding the amount of duty required to protect Australian 
industry. Then it changed the basis of its computation ; 
to offset the protective effect of the exchange premium, 
the Exchange Adjustment Act (October) 1933 authorised 
a reduction of about one-fourth of the amount of duty 
payable on goods dutiable under the British Preferential 
Tariff, or one-eighth of the value for duty, whichever 
deduction was the less. Since the Act does not apply to 
foreign goods, British preference is automatically enhanced. 
Still later, the Tariff Board adopted a new formula for 
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computing rates of duty, and on items since reviewed the 
Board has recommended rates applicable under present 
currency conditions, as well as alternative rates to meet 
exchange variations. 

All this has not been achieved without protest, although 
the disturbance to local industries has been relatively slight. 
Occasional decisions have been used to arouse public fear 
of reduced employment in concerns thereby threatened by 
more effective overseas competition. The reasonable re- 
commendation to reduce cement duties provoked a violent 
political agitation as well as strong objection by the United 
Kingdom Government.* Throughout, the Tariff Board 
has sought to protect both Australian industry and the 
Australian consumer, and it has been at pains to explain 
the factors that have justified reductions in duties. 

Many industries (says the Board’s report for 1936) are now 
able to sell their products at prices little, if any, above the costs 
of duty-free importations from the United Kingdom; the prices 
of some locally made goods are even below the costs of duty- 


free imports. Whilst the protective effects of exchange and the 
greater demand for goods arising from returning prosperity 


have played their parts in these favourable developments, the 
Board is pleased to report that increasing efficiency has also been 
an important factor. 


It is not surprising that the status of the Tariff Board 
should have been attacked. Not only is the Government 
obliged to refer duties affecting United Kingdom products 
to the Tariff Board in order to determine the conditions of 
reasonable competition, but by article XII of the Ottawa 
agreement it also undertakes not to ask Parliament to 
approve any new duty, or any increase of duty, in excess of 
that recommended by the Board. The deputation to the 
Prime Minister that has been mentioned in the first para- 
gtaph above asked the Government to amend the agree- 
ment in such a way as to leave Parliament free to act in- 
dependently of the Tariff Board. Even if the British 
Government would agree, the proposal runs counter to the 


* See THE Rounp TaBLe, No. 104, September 1936, p. 848. 
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declared policy of the Lyons Government, as explained to 
the House by Sir Henry Gullett. 

But the request also illustrates the inconsistency of the 
manufacturers. It is well-established practice in Australia 
for Governments to create quasi-judicial tribunals to 
investigate and determine technical and other matters on 
their behalf. The Tariff Board is in the same category as 
Public Service Boards which control civil service personnel, 
or Wages Boards and Arbitration Courts which determine 
wages and conditions of employment. And the interests 
attacking the Tariff Board are at pains to insist that other 
Boards shall be allowed to operate without political inter- 
ference. The Lyons Government was, therefore, merely 
applying a well recognised principle in its undertaking at 
Ottawa. 

Nevertheless, tariffs are of such political and industrial 
significance, and are so influential in determining social 
policy, as to render very difficult constant adherence to the 
principle of parliamentary compliance with the findings of 
the Tariff Board. It is much easier to present a con- 
vincing case to members of Parliament than to members of 
the Tariff Board. And if the Government has been 
embarrassed by article XII it has added to its difficulties by 
ignoring the Tariff Board in regard to the trade dispute 
with Japan in 1936. It has also been criticised for appoint- 
ing a Tariff Advisory Committee to deal with requests for 
the abolition, amendment, or addition of by-laws affecting 
tariffs. For both the composition of the Committee—a 
customs official as chairman, and one paid official each from 
the Associated Chamber of Manufacturers of Australia 
and from the Australian Association of British Manu- 
facturers—and its procedure of private enquiry instead of 
public hearings render it doubtful whether it can be as 
impartial or effective as the Tariff Board. 

Article X of the agreement is also under fire : 

The tariff shall be based on the principle that protective duties 
shall not exceed such a level as will give United Kingdom 
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producers full opportunity of reasonable competition on the basis 
of the relative cost of economical and efficient production, 
provided— 


and this is a significant loophole— 


that in the application of such principles special consideration 
shall be given to industries not fully established. 


The practical difficulties of determining relative costs as 
between Australian and British manufacturers have been 
vety gteat, and these have not been removed by the desire 
of local manufacturers to have the article interpreted to 
mean that in any circumstances “ Australian secondary 
industries shall be adequately protected against competition 
from the United Kingdom”. The Tariff Board has 
tuled that the article means that the duty on British goods 
shall be high enough to raise the landed cost of an article 
to a level not only sufficient to compensate the Australian 
manufacturer for the higher cost of Australian labour, raw 
materials, and overhead charges, but also to provide a 
marginal advantage in his favour. British manufacturers 
complain that few concrete advantages have flowed from 
this interpretation, and they, too, wish the article revised. 
Between the Australian determination to permit no dis- 
placement of domestic manufactures, and the British desire 
to gain “full opportunity of reasonable competition ”, 
there is a gulf that cannot be easily bridged. 

At Ottawa, Great Britain undertook 


(1) to continue the free entry of our goods covered by the 
Import Duties Act, 1932, 

2) to maintain at least a 10 per cent. ad valorem preference 
upon commodities important to Australia, including copra, 
dried fruits, flour, tallow, lead and zinc, 

(3) to impose new duties upon other commodities, includin 
wheat, butter, cheese, eggs and copper, provided that we offere 
wheat, butter, copper and zinc, on first sale in the United King- 
dom, at world parity prices, and in quantities sufficient to meet 
the needs of the United Kingdom. 


Finally, special arrangements were made to fix quotas for 
meat and bacon with a view to raising the wholesale prices 
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on the British market to such a level as would maintain 
efficient production. 

These undertakings give us certain specific advantages. 
For some commodities, such as meat and butter, there is 
room for expansion of our sales. For others, such as some 
dried fruits, the pressure of foreign competition will tend 
to make the existing preference as ineffective as our pre- 
ferences on textiles proved to be for Great Britain as against 
Japan. For all our primary products, however, it would 
seem that a limit may be fixed for expansion in the British 
market both by Great Britain’s domestic agricultural policy 
and by her population trends, unless the British standard of 
living rises. The increased burden of the tariff on the 
British consumer points to a potential shrinkage in capacity 
to pay for our exports, unless that burden is compensated 
by a lowering of our own and other tariffs to permit an 
increased volume of British exports. 

Representative Australian exporting interests have given 
their own testimony to the Ottawa arrangements. Thus 
the 1936 report of the Australian Meat Board expressed 
satisfaction that a steadily increasing proportion of the 
British market had been secured and that Australia’s meat 
exports were expanding despite the loss of European 
markets. There has been a marked increase in the chilled- 
beef trade, which was lifted from an experimental to a 
commercial basis as recently as 1935. The Australian 
Dairy Produce Board records an improvement in the 
quality of the butter exported, as a result of reducing the 
number of butter brands from about 900 to 4, and “a 
welcome increase in the average price realised”. Other 
boards, such as those marketing wine and dried fruits, 
are less satisfied with the existing protection. 

While it may be taken for granted that the principle of 
imperial preference, which Australia has applied since 1908, 
will remain a fundamental feature of Australian trade policy, 
the future of the Ottawa settlement is less certain. It is 
now recognised that conditions have materially changed 
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since the agreement was signed, and this, it is held, warrants 
a modification. There is no doubt that Australian manu- 
facturers have been consistently hostile on the ground 
that local industries have been imperilled. British interests 
complain that insufficient scope has been afforded for reason- 
able competition, and there is some disappointment amongst 
ptimary producers in Australia who wanted at once a 
better export market and cheaper imports. While some of 
these influences tend to cancel out, the agreement—indeed 
the Ottawa settlement—may prove vulnerable to attacks 
from a growing body of thought which views economic 
appeasement as a vital step towards restoring world 
political stability and security. 

The year 1936 was memorable in Australian tariff 
history. It saw the launching of the trade diversion 
policy,* the amendment of the tariff in important particulars, 
and the completion of a number of trade agreements. The 
course and the terms of settlement of the trade conflict with 
Japan have already been described in THE Rounp 
TABLE. 

By an amending Tariff Act of 1936, the intermediate 
tariff, which had been abandoned in 1933, was re-introduced 
by the Government in order to provide it with a margin 
for tariff bargaining with foreign countries. In introducing 
the tariff schedule in 1936, the Minister for Trade and 
Customs explained that “the rates proposed under the 
protective items of the intermediate tariff express in every 
case a protective level for Australian industry, as well as 
preserving the margin of preference required under the 
Ottawa agreement”. If the British Preferential Tariff is 
protective, and if foreign exporters are no more efficient 
than those of the United Kingdom, it is likely that the 
intermediate tariff will be more than adequate for protecting 
Australian industry. 


* See THE Rounp Tasxe, No. 104, September 1936, pp. 843-848, 
and No. 105, December 1936, pp. 201-211. 
t Lec. cit., and No. 107, June 1937, pp. 657-660. 
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Parliament also dealt with a number of resolutions affect- 
ing excise and customs which had been outstanding since 
1935. There have been several notable variations, includ- 
ing a review of the duties on Canadian logs, with the 
purpose of further protecting the Australian hardwood 
milling industry; the reduction of those on barbed wire 
from 68s. per ton under the British Preferential Tariff and 
180s. under the general tariff, to / under the British 
and Canadian preference, 160s. under the intermediate and 
general tariffs; and a revision of those on unassembled 
motor chassis, which are now zi/ under the British Pre- 
ferential Tariff, 24d per lb. Canadian preference, sd inter- 
mediate duty and 54d general, with higher rates for 
commercial vehicles and still higher for assembled 
chassis. 

The last-mentioned duties are aimed at the United States, 
and are part of the trade diversion policy referred to. The 
Government sought, on the one hand, to encourage the 
manufacture in Australia of a complete motor vehicle, and 
on the other to afford effective preference to the British 
article. In order to foster local production, which is also 
linked up with national defence, the Government an- 
nounced its intention of offering a minimum bounty of £30 
an engine to be paid during the first two years of production, 
with a diminishing payment in subsequent years. The 
bounty both on engines and on chassis was to be provided 
in part bya special duty of o-7d a lb. on all engines and 
chassis, but the national and economic aspects of this 
scheme were to be considered by the Tariff Board. It is 
a matter of comment, however, that reference to the Tariff 
Board was to be made after, and not before, the Govern- 
ment had decided all the details. 

The necessity for finding markets outside the Empire is 
illustrated by the trade agreements with Belgium, Czecho- 
slovakia, and France, which Parliament was asked to ratify 
during last year. In all three cases, the intermediate tariff 
rates have been applied, and the Government has agreed to 


847 





AUSTRALIA 


refer to the Tariff Board the suitability of the rates fixed for 
a number of commodities.* 

During his negotiations in Europe, Sir Henry Gullett, 
then Minister for Trade Treaties, was impressed by the 
opposition to Australia’s former tariff policy, as well as the 
resentment shown to the principles of the Ottawa settle- 
ment. These agreements are the outcome of his negotia- 
tions, but they make a very slender contribution to the 
appeasement of that dissatisfaction, The Government 
itself claims that the agreements, while safeguarding 
Australian exports, do not make any concessions that 
would restrict Australian industry, or hinder its steady 
expansion. 

An agreement with South Africa that has also been tabled 
embodies most-favoured-nation treatment, with the reserva- 
tion that the clause will not bind South Africa to give the 
same favours as it accords to adjoining foreign countries. 

The overtures for an Anglo-American trade pact have a 
special significance for Australia, which is still pursuing 
against the United States its diversion policy. Goods 
affected by that policy can be imported only under licence, 
which cannot easily be obtained. Public appreciation of the 
reactions to this policy is now more general, but it is signifi- 
cant that official comments upon the Washington pro- 
posals are in accord with the resolution passed in June at a 
large meeting of members of the House of Commons against 
interfering with the effectiveness of the domestic and 
imperial tariff systems. The Attorney-General, Mr. 
Menzies, denied that the Ministry was contemplating any 
change in its tariff policy, and the Minister for Customs, 
Mr. White, declared that Australia would not willingly 
agree to reductions in her preferences in the United King- 
dom as a result of any arrangement with the United States, 
which he indicted for its isolationist and tariff policy. The 
Chamber of Manufacturers, anticipating the competition 


* An account of the agreements appeared in THE RounD TABLE, 
No. 106, March 1937, pp. 430-432. 
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of American goods, has fallen back on the “infancy and 
developmental” argument, while primary producers are 
concerned for their market in Great Britain. The Sydney 
Chamber of Commerce and economists, on the other hand, 
have stressed the need for pursuing a policy of economic 
appeasement. This argument has yet made little headway 
in Australia, though it has influential backing and is 
frequently discussed. 

Primary producers fear that reductions in British agri- 
cultural duties in favour of the United States may imperil 
some of Australia’s exports. Already, it is pointed out, 
the method of marketing American apples has prejudiced 
Australian sales in London. In any case, Australian 
wheat may lose the benefit of its 3d a bushel preference if 
America begins to export large quantities again. For 
Australia is obliged to sell at world parity, but if non- 
Empire countries wish to enter the British market they will 
be likely to depress the price to a point more than 3d below 
the previous world quotation. 

Present indications suggest that the next federal elections 
will raise the tariff issue in an acute form. The former 
Labour Minister of Customs, Mr. Forde, has indicated that, 
if returned to office, Labour would immediately restore 
tariff rates. Denouncing the whittling down of the Scullin 
tariffs of 1929-30, he declared that “‘a Labour Government 
would at once guarantee manufacturers tariff security to 
enable them to pursue a developmental policy with con- 
fidence”. There is, in his statement, no recognition of the 
reciprocal nature of trade, nor of the fact that in 1936 foreign 
markets took half Australia’s exports, and that 60 per cent. 
of her imports came from countries outside the United 
Kingdom. Sir Henry Gullett warned us last October 
against the perils of Australian economic nationalism. 


Any diminution of the total external consumption of Australian 
goods (he said) must mean a curtailment of rural industry. 
Failure to expand the overseas demand for our goods must mean 
restriction of the present volume of production, which, in turn, 
unless the home consumption market is to be glutted and prices 


849 





AUSTRALIA 


broken, must mean the cessation of all scientific advancement in 
every branch of agriculture... . In a word, unless we can 
expand oversea consumption, rural Australia must stagnate. . . . 
There, in a few sentences, is the case for foreign treaty-making. 


Nevertheless, the trade agreements that Sir Henry was 
defending themselves reflect both the strength of pro- 
tectionist opposition and the relatively unyielding 
character of our tariff. It is perhaps unfortunate that the 
superlative quality of our merino wool makes us over- 
sanguine of our ability to drive hard bargains. Even the 
cost of the dispute with Japan last year did little to disturb 
our confidence. 


Il. THE Ex-GERMAN COLONIES 


NTEREST in the question of the future of the ex- 

German colonies was stimulated in April last by the 
publication of a manifesto sent to Mr. Lyons in London 
by a number of professors and lecturers of Melbourne 
University. After referring to the “aggressive im- 
perialism ” of Germany, Italy and Japan, and to the expense 
and difficulty that would be entailed in scotching it by war, 
the manifesto recommends that the “haves” should attempt 
to meet the disabilities of the “‘ have-nots” and that Great 
Britain should take the lead by declaring her readiness to 
consider two proposals : the reduction of trade restrictions 
and the whittling down of preferences within the Empire; 
and the pooling of post-war mandates under stricter control 
by the League of Nations, so that they would be equally 
open to the trade and investment of all nations. “ But 
both these offers,” says the manifesto, “would be con- 
tingent upon the Fascist countries coming back into the 
League and supporting collective security ”. 

The manifesto was unfavourably received by the press, 
the general comment being that the authors were com- 
pletely out of touch with realities. But the suggestion 
made in the manifesto that Mr. Lyons might display his 

850 





THE EX-GERMAN COLONIES 


statesmanship by offering to throw the mandated territory 
of New Guinea into a pool for redistribution by the League 
served to bring home to Australians the fact that the German 
demand for the return of colonies is presumably not limited 
to Africa. 

The unpractical nature of the professors’ suggestions is 
apparent. To begin with, it is academic to consider any- 
thing less than the out-and-out return of her former colonies 
to Germany. Certainly Lord Lugard has proposed some 
form of international control; but past experience goes to 
show that such control is not in the best interests of the 
colony affected, and there is no reason to suspect that 
Germany’s demands would be satisfied by the admission of 
German nationals into a cosmopolitan civil service govern- 
ing colonies in the hands of the League of Nations. The 
Melbourne professors do not go as far as Lord Lugard. 
They suggest only that Germany’s old colonies should be 
returned to her as mandates on condition that she re-enters 
the League and promises to support the principle of 
collective security. Their scheme is based upon two 
fundamental misconceptions; the first, that there is a 
practical possibility of Germany’s keeping such a promise 
if it did not suit her to do so; the second, that a mandated 
colony in some sense belongs to the League of Nations, and 
is held only subject to good behaviour. 

As to the first, it is not so much an accusation against 
Germany as merely a statement of fact that her attitude to 
treaties is different from our own. According to the 
political philosophy of Treitschke, Lasson and von Bern- 
hardi, a treaty is not an exchange of pledges between the 
contracting parties which is meant to govern their relations 
in the future, but an expression of their relations at the 
moment that the treaty is signed and therefore binding only 
until circumstances change. 

As to the second, a mandate is not a gift of territory from 
the League of Nations, but a promise to the League by a 
Power that it will administer according to certain principles 
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territory over which it has full sovereignty. The ex- 
German colonies were ceded, not to the League, but to the 
Principal Allied and Associated Powers. The Powers 
split them up between themselves, and having done so 
made a declaration to the League by way of self-denying 
ordinance that they would administer them not altogether 
selfishly. Hence when Japan left the League there was 
no question of her returning her mandates. Hence, also, 
if her old colonies were given back to Germany as mandates, 
she could, with or without again leaving the League, treat 
them as territories over which she was fully sovereign. 
The practical question, therefore, is whether or not her 
former colonies should be given back to Germany. The 
German demand for their return is based upon three main 
considerations : the need for an outlet for surplus popula- 
tion; the need of access to raw materials; and the need to 
enhance her national prestige. The first carries very little 
weight. In the whole of the German colonies there were, 
before the war, only some twenty thousand Germans. 
Certainly the Australian mandates, New Guinea and Nauru, 
will never be capable of carrying a large white population. 
The economic arguments are stronger. The natural 
resources of New Guinea and Nauru are considerable. 
Nauru, which is controlled jointly by Great Britain, 
Australia and New Zealand, produces nearly three-quarters 
of a million tons of phosphate rock a year, valued at over 
£400,000. It is sold by the British Phosphate Com- 
mission at a slight advance on cost price. It is estimated 
that there is sufficient rock there to keep up the present 
output for several generations. The cost in Australia of 
phosphate from Nauru is below the cost of supplies from 
other parts of the world, so that, if the island were returned 
to Germany and run by her as a profit-making concern, 
she could make substantial profits from the sale of the 
phosphate or such of it as she did not wish to use at home in 
her own agriculture. The mandated territory of New 
Guinea is now known to have resources far exceeding what 
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was suspected when Australia took it over in 1914. Rich 
goldfields have been opened up and already have an output 
of over £2 million a year. An intensive search is being 
conducted for oil in commercial quantities, with some 
prospects of success. ‘There has also been a great increase 
in the output of copra, the dried flesh of the coconut, which 
is a source of vegetable fat and is used in making soap, 
margarine, and glycerine. Gold and vegetable fats are 
among the commodities that Germany needs, and un- 
doubtedly Germany attaches importance to colonies as 
sources of raw materials. But there are no export quotas 
or trade barriers of any kind to prevent any country from 
buying the gold or copra of New Guinea. 

The first answer to the German argument is that, far from 
cornering raw materials to the detriment of countries not 
possessing colonies, the colonial Powers are concerned to 
expand the foreign markets for those raw materials. As 
Germany is short of foreign exchange, however, the answer 
is not complete. If the former colonies were within her 
own currency system, it would be easier for her to procure 
their raw materials and she would certainly be better off. 
But it is open to Germany to avoid currency difficulties 
by modifying her present economic policy. 

In spite of the emphasis laid by Dr. Schacht and Dr. 
Goebbels on raw materials, the German claim for colonies 
is primarily political. Herr Hitler has aimed consistently 
at removing all the limitations imposed on Germany by 
the peace treaty, and the restoration of colonies has become a 
matter of national prestige. On the political plane, those 
who advocate the restoration of colonies to Germany 
argue that only by restoration can the danger of war be 
averted, or at the least that Germany will never settle down 
happily in the family of nations unless her colonial aims are 
fulfilled. If restoration of her colonies to Germany would 
really ensure the pacification of Europe, undoubtedly it 
would be well worth while for the mandatory Powers to 
make sacrifices. Considerations of their own prestige or of 
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any economic benefits that they gain from the colonies 
should not stand in the way of withdrawal. But would it 
be a business risk to take the chance? There is not the 
slightest guarantee that Germany would be satisfied merely 
by the return of her former colonies and would thence- 
forward be no longer a danger to peace. After all, she 
had those colonies in 1914, and was still complaining about 
being excluded from a place in the sun. 

The mandated territory of New Guinea is of very great 
strategic value to Australia. It is on the direct route from 
Japan to the eastern states. In our own hands, even un- 
fortified, its harbours and resources would be most useful 
to any force guarding the approaches to Australia. In the 
hands of a hostile Power it would enormously complicate 
the defence of Australia. Naval defence would be much 
more difficult, and the northern towns of Queensland would 
be within range of attack from the air. This aspect of the 
matter is clearly understood by the Australian public. In 
1883, when rumours reached here that Germany was con- 
sidering the annexation of part of New Guinea, public 
feeling ran high, and the Premier of Queensland sent a 
magistrate to New Guinea formally to annex the territory. 
To Australia’s disgust Gladstone disavowed the annexation, 
Bismarck having informed Granville that Germany had no 
designs whatever on the country. Within a year the 
northern part of the territory had been annexed by Germany, 
and the failure of the colonial parliaments to influence the 
home Government was an important factor in the growth 
of the demand for federation. Further, it was the presence 
of German bases and cruisers in the Pacific that led, just 
before the war, to the establishment of the Australian navy. 

The real reason for the seizure of the German colonies 
was to ensure the security of the Empire. Germany’s 
presence in New Guinea before 1914 caused anxiety to 
Australia. Her presence there now, especially after her 
recent understanding with Japan, would be most unwel- 
come. And for that reason there is no doubt that the 
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Minister for External Affairs voiced the opinion of all except 
a very small minority when he stated in March 1936 that 
the surrender of Australian mandates was unthinkable. 


III. AusrraAuia’s FINANCIAL POSITION 


HE financial position of the Australian governments 
continues to show improvement. The aggregate 
budgets of the seven governments showed a surplus of 
approximately £900,000 for the year ended June 30, even 
after the allocating of over {9,000,000 from revenue to the 
sinking fund. Perhaps in view of the possibility of an early 
election, which did not eventuate, remissions in taxation 
amounting to nearly £4 million were made in the last federal 
budget, yet, in spite of increased expenditure on defence 
and the ever-growing drain of old-age, invalid and returned 
soldiers’ pensions, the Commonwealth finished the financial 
year with a surplus of over {£1,270,000. The surplus, 
which was mainly due to the increased yield of direct 
taxation, has been received with mixed feelings. Critics 
have forcibly pointed out that the revenue this year was 
£14 million in excess of the estimate and that in the last 
three years actual revenue has exceeded estimated revenue 
by nearly {10 million. Had the Treasurer’s estimates 
been less conservative, it is said, he would have been forced 
to grant larger remissions of taxation, but by the device of 
under-estimating revenue he has been able to extract an 
unwarranted amount from the taxpayer. Certainly the 
Commonwealth collected some £12 million more in 1936-37 
than it did in 1932-33. New South Wales has also shown a 
small surplus for the first time since 1927, the present 
Government having progressively reduced the state’s 
deficit from the figure of over £14 million which it reached 
in Mr. Lang’s last year of office. 
The maintenance of wool values and the increase in the 
ptice of wheat have relieved anxiety about the state of 
Australia’s funds in London. Exports of wool for the 
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nine months to March 31 increased by over £A6,000,000 
in comparison with 1935-36, and those of wheat by over 
£A1,000,000. It is now estimated that the favourable 
trade balance for the financial year will be about £36 million 
sterling, as compared with £23 million sterling last year. 
Australia requires about £27 million sterling a year in 
London for debt services and other government charges, 
so this year there will be a substantial surplus. 


Federal Basic Wage. 


Recently the Commonwealth Court of Conciliation and 
Arbitration gave consideration to the unions’ application 
for an increase in the federal basic wage. The federal basic 
wage is arrived at by a formula which provides for supply- 
ing the needs of a man, his wife and two children, and varies 
according to the Government Statistician’s index of the 
cost of living. During the depression the Arbitration 
Court reduced the standard by 10 per cent., but with 
returning prosperity this reduction was cancelled. The 
Court has now added to the basic wage a sum of 6s., of 
which 3s. is to be given on July 1, 1937 and the additional 
3s. on October 1, 1937. 

Two matters of interest attach to the enquiry and to the 
decision of the Court. The first is that, during the enquiry, 
an economist, Mr. Reddaway, recommended to the Court 
that the opportunity should be taken to increase wages 
in order to check the emergence of boom tendencies. 
Secondly, the Court, when awarding 6s. as a prosperity 
allowance, has introduced a new feature, since in the past 
prosperity was not considered by the Court. It is, however, 
a natural corollary to the 10 per cent. reduction imposed 
during the depression, and generally there is a feeling of 
satisfaction that the Court has proved itself able and 
flexible enough to reduce the standard in a depression and 
increase it in times of prosperity. 

Australia, 


July, 1937. 
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I. RACE RELATIONS AND THE PROTECTORATES 


HE problem of race relations—of the adjustments 
necessary to enable white men and coloured men to 
live side by side in peace and harmony as citizens of a 
common country—is the underlying theme, constantly 
becoming dominant, of South African politics. The 
last stages of the parliamentary session, which ended on 
May 17, were mainly concerned with certain aspects of 
this problem; the political campaigning to which the 
first part of the recess was devoted by many Ministers and 
prominent Opposition leaders had colour questions as 
almost its main theme; and now, with the return of General 
Hertzog from the Imperial Conference, the Protectorates 
issue has again been brought right into the foreground. 
The last legislative measure of importance dealt with by 
Parliament was the Native Laws Amendment Bill, It 
was the third of General Hertzog’s trilogy of Native Bills. 
Last year there were enacted the Representation of Natives 
Act to determine the political position of the Bantu, and the 
Native Trust and Land Act regulating their economic 
position in the reserves and other rural areas.* There 
remained a measure for the further regulation of their 
position in urban areas. The necessity of applying special 
measures of control to the native as a town-dweller has 
long been accepted in South Africa. The application of 
General Hertzog’s principle of segregation appeared, 
however, to point to the further tightening-up of the 
* See THE Rounp TaBLe, No. 100, September 1935, pp. 722-7343 
No. 102, March 1936, pp. 414-422; No, 103, June 1936, pp. 528-545 ; 


No. 104, September 1936, pp. 851-853; and No. 105, December 1936, 
pp. 216-221. 
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existing legislative provision in this regard. This task had 
been held over until the present year. 

The issues raised by the Native Laws Amendment Bill 
were interesting from two points of view. In the first 
place attention was directed to the fact that the Representa- 
tion of Natives Act of 1936 had provided for the establish- 
ment of a Native Representative Council with statutory 
authority to examine and report to Parliament upon any 
legislative measure affecting the natives. This Council was 
in fact only elected after the end of the 1937 session. It was 
urged that pending its election the enactment of any 
legislation affecting the natives without reference to it was 
in the nature of a breach of faith. In fact it would have 
been difficult to establish the existence of even a moral 
obligation of the Government to hold up all legislation 
affecting natives until the Council was in being; but there 
can be no doubt that it would have been wiser if this 
particular legislation had not been forced through at this 
stage. ‘The Government’s action in doing so was open 
to misrepresentation, and much suspicion was engendered 
in the native mind. 

In the second place the actual proposals contained in the 
Bill were severely criticised, and the prevailing atmosphere 
of suspicion facilitated such criticism. As a consequence 
the natives in general have come to regard it as a far more 
repressive measure than actually it is. In the main it is a 
sound piece of legislation, capable of defence from the 
natives’ own point of view. It does, however, contain one 
clause to which strong exception was rightly taken. The 
purport of this clause is that any urban natives whose 
presence in the urban community is held to be unnecessary 
from the point of view of the white man’s requirements 
may be removed from that community to a native area. 
The underlying principle of this clause, which treats the 
native as a means to an end and not an end in himself, 
is clearly unsound. Moreover, it does admit of being 
administered in such a way as to inflict real hardship on a 
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large number of people. It means that it will be possible 
for individuals and families to be uprooted against their 
will from an environment to which they have adapted 
themselves, and to be forced into one that is no longer 
their natural environment, in circumstances in which it 
may be most difficult for them to make a living. Yet, 
having regard to the machinery necessary to put it into 
operation, the clause would appear to be highly im- 
practicable, and it is not likely that much use will be made 
of it. 

The Native Laws Amendment Bill was passed in the 
teeth of determined opposition, though only from a 
small section. Its passage has undoubtedly had the effect 
of adding to the sense of unsettlement that prevails widely 
to-day among the native population of the Union. 

The fact that a general election is due to take place 
about the middle of 1938 is already looming large in the 
minds of politicians and others, and as a consequence the 
recess so far has been marked by a more than ordinary 
amount of political activity. The various parties are 
obviously playing for position, and the Government in 
particular is making a big effort to consolidate its strength. 
The most powerful weapon employed by the Nationalist 
Opposition is the exploitation of colour prejudice. Such 
questions as mixed marriages, Asiatic penetration, the 
segregation of non-Europeans in the towns, the employ- 
ment of European females by Asiatic shopkeepers, non- 
European students at the universities, are being skilfully 
exploited, and the Government, including as it does both 
a liberal and a reactionary wing, is sometimes hard put 
to it to counter attacks on these grounds. It is clear 
that fear of non-European development is a very potent 
emotion in the minds of a very large section of the European 
population of the Union, and that issues in which it is a 
factor will play a big part in Union politics during the 
next few years. : 

Against this background General Hertzog, newly 
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returned from the Imperial Conference, has raised the 
issue of the transfer of the Protectorates. The historical 
and constitutional background of this question has been 
dealt with fully in an earlier issue of THE RouNp TABLE.* 
It is not necessary to repeat what was written there, save 
to quote again section 151 of the South Africa Act, which in 
the light of recent events has assumed added importance : 


The King, with the advice of the Privy Council, may, on 
addresses from the Houses of Parliament of the Union, transfer 
to the Union the government of any territories, other than 
the territories administered by the British South Africa Company, 
belonging to or under the protection of His Majesty, and in- 
habited wholly or in part by natives, and upon such transfer 
the Governor-General-in-Council may undertake the govern- 


ment of such territory upon the terms and conditions embodied 
in the Schedule to this Act. 


The most important development that has taken place 
since the Rounp TABLE article was written was the 
agreement reached in 1935 between General Hertzog and 
Mr. J. H. Thomas, under which the British Government 
promised to co-operate with the Union Government in 
“bringing about a situation in which, if transfer were 
to become a matter of practical politics, it could be effected 
with the full acquiescence of the populations concerned ”. 
From the conversations which then took place General 
Hertzog felt himself entitled to infer that the transfer 
would possibly occur after a few years, at least so far as 
one or two of the territories were concerned. His recent 
conversations with Mr. Malcolm MacDonald, however, 
have led him to believe that the British Government does 
not contemplate the achievement of transfer for some 
considerable time, and that very little has been done to 
secure the acquiescence of the native inhabitants of the 
territories. With this position he indicated his dissatis- 
faction before he left England, and on his arrival in South 
Africa he issued a considered statement which ended with 


* No 96, September 1934, pp. 785 ¢¢ seq. 
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an implied threat to invoke the provisions of section 151 
of the South Africa Act—in other words, to secure the 
passing of addresses to the King by the Union Parliament 
asking that transfer might be made effective. 

General Hertzog was himself at pains to point out that 
the consequences which would follow from such a step are 
incalculable—and indeed it is difficult to know what the 
constitutional position of the King, who must act “ with 
the advice of the Privy Council”, would be in such 
circumstances. Everyone will share in General Hertzog’s 
hope that such a position will not arise. 

The situation has not yet developed sufficiently to make 
a full discussion profitable at this stage. There are, however, 
one or two points that may perhaps be emphasised with 
advantage. 

First, let it be recognised that the present position of the 
Protectorates is an anachronism. The inevitability of their 
transfer was recognised twenty-eight years ago when the 
South Africa Act was passed by the Parliament at West- 
minster, and since those days they have become not less 
but more dependent on the Union. There can be no 
question that they will in fact be joined with the Union— 
the only question is when. 

Secondly, there is a very general impression prevailing 
in the Union that the Administration of the Protectorates 
and the British Government have not done all that could 
fairly have been expected of them to give effect to the 
agreement of 1935. That agreement meant, it is felt, that 
they would press forward a positive policy of encouraging 
the Protectorate natives to acquiesce in transfer; the 
policy actually pursued is regarded as one of drift. It is 
suspected that most of the officials in the territories are 
hostile to the idea of transfer and that their influence is 
not being exercised in the manner contemplated in 
1935. 

Thirdly, it must be emphasised that the trend of recent 
native legislation in the Union has not been such as to 
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encourage the inhabitants of the Protectorates to welcome 
incorporation. There is reason also to believe that leading 
Union natives, in the disgruntlement caused by that 
legislation, have been stimulating suspicion and hostility 
in the minds of their fellows outside the Union. This adds 
to the significance of the reception recently accorded to the 
Native Laws Amendment Bill. 

Fourthly, it is very strongly held in the Union that the 
real interests of the natives in the Protectorates would not 
suffer from incorporation. The record of the British 
Government in respect of the government of these terri- 
tories is not a good one—certainly a comparison between, 
say, conditions in the Transkei and those in Basutoland 
will not be to the discredit of the Union. This view is 
probably shared by most of those who stand for what may 
be called a “liberal” policy in the Union. It is true that 
many of them would like to see incorporation postponed, 
possibly because they perceive in the continued presence 
of the British Government, as a governing power in 
southern Africa, a possible lever towards securing the 
adoption of a more liberal policy in the Union itself. But 
there are others who desire such a policy in the Union no 
less fervently but would none the less wish to see the 
Protectorates transferred in the near future. 

One final point remains to be made. It is clear that 
there are unpleasant possibilities in a conflict over this 
matter between the British and the Union Governments. 
It is, however, almost certain that a solution will be found 
which will obviate the realisation of these possibilities. 
General Hertzog is clearly anxious that such a solution 
should be found. He has no desire to quarrel with the 
British Government. At present the general relations 
between the two Governments are determined by friend- 


ship and mutual confidence, and while that is so the problem 
is certainly not insoluble. 
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II. Sourn-West AFRICA 


N April this year, the Union Government followed 

up its communiqué of December last * by a drastic pro- 
clamation dealing with the political activities of aliens in 
the mandated territory. It will be recalled that the South- 
West Africa Commission offered convincing proof of 
the extent to which Nazi activities were hampering the 
proper functioning of democratic government in the 
territory.t In its communiqué of December 1936 the 
Union Government made it plain that, whilst rejecting 
both the fifth-province policy, which was advocated by 
the majority of the territory’s elected representatives and 
by one of the Commissioners, and the solutions offered 
by the other two members of the Commission, it was 
determined to secure conditions under which the existing 
constitution could be expected to work satisfactorily. 
Its first measure towards this end was the South-West 
Africa Proclamation of April 2. 

This proclamation empowered the Administrator of 
the territory or other competent authority to declare 
‘any body of persons to whom has been entrusted by law 
the performance of any public function” to be a public 
body, membership of which, or participation in any of its 
activities, would be forbidden, after a certain date, to any 
person not a British subject. The same provisions were to 
apply also to political organisations, and the date fixed in 
both cases was July 1, 1937. Further, in view of the 
frequent mention by Nazi elements in the territory of their 
allegiance to the German Reich, it was proclaimed that 


Any British subject, who within the Territory takes any oath 
or makes any affirmation or promise that he will be faithful or 
bear allegiance to or obey the order of (a) any sovereign or head 
of State other than His Majesty the King, or (b) the Government 
or any member or official of the Government of any state other 
than that of the Union of South Africa, or oO any foreign political 
organisation . . . shall be guilty of an offence, 


* See THE Rounp TaB.e, No. 106, March 1937, pp. 445-447: 
+ See THE Rounp Tasxe, No. 104, September 1936, pp. 772 e¢ seq. 
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and liable to a fine of £100 or to imprisonment not exceeding 
one year ot both. Finally, provision was made for the 
deportation of non-British subjects engaging in political 
propaganda. 

In pursuance of this proclamation, the Administrator 
on April 17 declared the three political parties of the 
territory, the United National South-West party, the 
Economic League of South-West Africa, and the Deutsche 
Bund, to be political organisations. From July 1, therefore, 
no one who is not a British subject can be a member, 
office-bearer or agent of any of these three organisations. 

The proclamation met with general approval in the Union. 
Dr. Malan, who the previous week had expressed the hope 
that South-West Africa would be permanently held by the 
Union, was unable to make any effective criticism of a 
measure that considerably increased the authority of the 
Union’s representative in the territory. In South-West 
Africa, the proclamation was welcomed by the Union 
section, and by some of the German-speaking section 
whose wish to co-operate with the mandatory Power 
has been hampered by continuous external pressure and 
intimidation. To the Deutsche Bund, however, the 
proclamation and the subsequent naming of the Bund as a 
political organisation came as a severe shock, evoking 
defiant protests from its leader, Herr Neuendorf; for a 
large proportion of its members were unnaturalised 
Germans. In Berlin, too, as was to be expected, this 
determined attempt to clear the ring for constitutional 
government in the territory provoked angry resentment. 
A note of protest was despatched to the Union Government 
condemning the proclamation and questioning its legality 
as placing the German population in the mandated territory 
“under a special law within the general administrative 
regulations”. Adding that the proclamation “ must 
be considered as a combative measure against the Germans 
in South-West Africa”, it urged the Union Government 
not to aggravate the existing tension by enforcing the 
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proclamation. General Hertzog made a firm and courteous 
reply indicating that the Union Government had no 
intention of withdrawing before protests and that it 
conceived the proclamation “to have been issued not in 
breach of the trust imposed by the mandate brt in pursuance 
of its duty to carry out that trust”. Since these official 
exchanges, it has been announced that Germany is to 
forward a memorandum on the subject to the League of 
Nations, and a petition to the Mandates Commission has 
been drawn up by Germans in the territory: the latter, 
however, is reported as unlikely to come before the Com- 
mission till next year. 

On July 1 the proclamation became effective. The 
recent marked improvement in the economic condition of 
the territory, due chiefly to the revival in the diamond, 
base-metal and karakul industries, provides a favourable 
background for the attempt to restore political stability. 
The United party (which holds a majority of seats in the 
legislature) and the Economic League, containing as they 
do few members that are not British subjects, have had 
no need to readjust their organisation, The Deutsche Bund, 
however, has had to reorganise itself as the Deutsche 
Sudwestbund, and the naturalised Germans who form 
its membership have engaged themselves to respect the 
laws of the territory and their obligations as British subjects, 
whilst endeavouring by every legitimate means to maintain 
the interests of German language and culture. So far, so 
good, It remains to be seen whether the Nazi elements in 
the territory who refuse naturalisation will submit without 
further active opposition to their complete severance from 
political life in the territory. It is not to be supposed that 
Berlin and its agents in South-West Africa will remain 
for long inactive in a situation which thwarts the usual 
methods of Nazi infiltration. Indeed, late in April, there 
was a report that six hundred young Germans from the 
territory, calling themselves the “ South-West African 
National Group ” and vowing allegiance to Herr Hitler, 
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were receiving “ vocational training” in Germany and 
organising a “‘ Corporation of Patriots” to provide a 
basis for a German people’s community in South-West 
Africa—in plain English, being trained for conspiracy in 
the mandated Territory. Again, though the principles 
of the new Deutsche Sudwestbund are impeccable, it 
remains to be seen how long these principles remain un- 
impaired by secret pressure and intimidation. 

To sum up—it is clear that the proclamation was a 
necessary step: drastic though it is, it meets a situation 
that demanded drastic remedies; it has the backing of 
opinion in the Union and of a considerable proportion 
of the population of the territory; and, if doctrinaire 
democrats take fright at the idea of democracy adopting 
strong measures to defend its principles, the reply can be 
made that the only alternative, under existing conditions, 
to this attempt to make the constitution of South-West 
Africa work is to abolish it altogether, as the South-West 
Africa Commission advised. 

A second step recently taken by the Union Government 
as a result of the report of its Commissioners fully vindicates 
its claim to have at heart the interests of the mandated 
territory. The report of the Commission laid emphasis 
upon the heavy strain imposed upon the finances of the 
territory by the annual payment, out of revenue, of interest 
due on loans made by the Union Government in the earlier 
years of the mandate. In the period from 1920 to 1934 
these loans amounted to more than £3,500,000, and it 
was impossible for the territory to be solvent when the 
constant deficits due to interest payments had to be met 
by fresh borrowing from the mandatory Power. Now, as 
a result of consultations between the Administration and 
the Union Government, a new era has begun in which, 
granted a continuance of improved economic conditions, 
the financial stability of South-West Africa is likely to 
be assured. The Union Government has agreed to place 


in a suspense account the full amount of the loans made by 
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it to the territory before March 31, 1937. The Administra- 
tion of the territory will be relieved of payments on such 
loans, until its finances improve sufficiently to allow of 
their being made. The creation of this suspense account 
for past loans is not, however, to preclude the raising of 
loans in the future from time to time, with the consent 
of the Union Government, for development work of a 
reproductive nature. In return, the Administration of the 
territory guarantees for the future to balance its budgets 
by the raising, if necessary, of extra taxation, and to pay to 
the Union Government, in reduction of capital debt 
outstanding, all net revenue in excess of £100,000 accruing 
in any financial year from the diamond export duty, to- 
gether with one-half of the yield of the profits duty on 
diamonds in excess of £50,000. The diamond revenue 
amounts this year to £60,000 net, and no yield is expected 
from the profits duty for some years to come. There is 
therefore no immediate prospect of any contribution from 
these sources. These are wise and generous arrangements. 
To have written off the accumulated debt would have meant 
final loss to the Union taxpayers and encouraged financial 
irresponsibility in the territory. As it is, South-West 
Africa gains a breathing space in which to set its finances 
in order, whilst the Union can look forward to some 
ultimate return on its money from financial equilibrium and 
the growth of prosperity in the territory. 

Taken together, the proclamation and the new financial 
arrangement represent a constructive effort by the Union 
Government to remedy two of the chief ills diagnosed by 
the South-West Africa Commission. There is reasonable 
ground for hoping that they will have sufficient success to 
justify the Union Government in its decision to leave the 
constitution of the territory unaltered. 
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Il], THe IMPERIAL CONFERENCE 


ENERAL HERTZOG and Mr. Havenga are back 

from the Imperial Conference, but so far both have 
refused to say anything about the work done there, though 
the Prime Minister has announced that during the next 
few weeks he will make a formal statement. To tell the 
truth, interest is not painfully keen anywhere in the Union. 
Knowledgeable folk are used to these conferences in 
London, with their extreme reticence about the work 
afoot, while it is being done and for some time afterwards, 
followed by the gradual emergence of results. They 
take it for granted that Dominion representatives at them 
must watch their tongues pretty carefully, and are content 
to await tangible effects all in good time. 

In financial circles, this patient waiting has been put 
to a considerable strain. Rumours about the future of 
gold drove the price of gold shares down to depths that 
would have seemed ridiculous a few months since. One 
or two observations let fall by Mr. Havenga had suggested 
that he would work at the Imperial Conference for a new 
gold stabilisation agreement. Even if this had involved 
a fall of the current gold price by, say, ten shillings an 
ounce, that would have been preferable, in the eyes of the 
gold producers and of share market operators, to the 
present uncertainty. It is understood that Mr. Havenga 
did his best at the Conference and was not far from success. 
But he did not succeed; uncertainty continues; and South 
Africans would be glad to be told why stabilisation turned 
out to be impossible. Even so, prudent investors fully 
understand that gold mining dividends, at least from 
mines that are solid producers and have a reasonable length 
of life, are unaffected by rumours and could be maintained 
at little less than their present level even if gold were 
stabilised at a point lower than the current rate. It is taken 
for granted that, if stabilisation could have been arranged 
as a side activity of the Imperial Conference, it would have 
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been arranged; most people are now content to wait, 
in the hope that the preparatory work towards stabilisation, 
done at the Conference by Mr. Havenga in conjunction 
with British financial experts, will bear fruit in time. 
Otherwise, views of Imperial Conference results are 
hazy, largely because the information available is so 
indefinite. The official Summary of Proceedings has not 
been cabled in full for publication here, though the text 
of the report on foreign policy has been published verbatim, 
for what it amounted to. There is tepid acquiescence in 
the suggested revision of emphasis on the sanction clauses 
of the Covenant, combined—so far as judgment can be 
founded on hardly articulate public opinion—with con- 
siderable scepticism about the possibility of refurbishing 
the League as an effective instrument for the preservation 
of international peace. Defence, as the Union Govern- 
ment announced before the Conference met, was not 
considered a necessary subject for commitments by its 
delegates to the Conference, Mr. Pirow’s recent visit to the 
United Kingdom being held to have covered all the 
necessary ground. It would hardly be correct to say that 
this official view meets with any enthusiastic assent from 
thoughtful people here, but defence is obviously a matter 
for experts. Both the United Kingdom and the Dominions 
have again recorded their view that each member of the 
Commonwealth must undertake its own self-protection; 
the evolution of Commonwealth types of armament, 
equipment and staff training is already accepted in Mr. 
Pirow’s scheme. That, common sense suggests, is about as 
far as it is possible for South Africa to go at the moment. 
Imperial Conference vagueness on two other specific 
matters leaves South Africa, not exactly impatient, but 
wishing for information as soon as information can be 
given. What progress was made with the plan for an 
economic agreement between the Empire countries and the 
United States? Was it found possible to reconcile that 
project—eminently desirable, as everyone thinks—with 
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the Ottawa pacts? If so, what will be the effect on British 
and other Dominion preferences to South African products ? 
Will one of these effects be a new bilateral agreement 
between the Union and the United Kingdom? That has 
been rumoured. Will such an agreement, if it is being 
negotiated, end the subsidy to Italian shipping? It is 
still much resented, has apparently been almost wholly 
ineffective in promoting Italian purchases from us, and 
ought to go if it is standing in the way either of an Anglo- 
American accord or of a new system of Commonwealth 
trade pacts ancillary to such an accord. 

Again, what about the German desire for the return of 
her colonies? Did the Imperial Conference reach any 
conclusions there; and, if so, what conclusions ? But these 
anxieties, though they are in the undercurrent of South 
African public opinion, seldom come to the surface. 
In time, no doubt, events will show what the Imperial 
Conference did in relation to them. ‘Till then, there is 
nothing for it but to wait as patiently as may be. 

On one comparatively minor subject the Imperial Con- 
ference did reach a decision about which reticence was not 
considered necessary; and there the publication of its 
conclusions has had a remarkable effect in South Africa. 
Before the Conference began, and while it was sitting, there 
was much sporadic perturbation in various Union centres 
about the definition of “ British subject”. The Prime 
Minister made rather a crudely worded reference to it 
just before he sailed for the Conference, and the utmost 
advantage was taken of his remarks by mischief-makers 
who persuaded themselves and succeeded in convincing 
others that, if he had his way at the Conference, South 
Africans would be deprived of their status as British sub- 
jects. Indignation meetings were held in Johannesburg 
and Natal and angrily worded messages were despatched 
to the Prime Minister while he was in England. 

A reassuring statement by General Smuts, who en- 
deavoured to explain that the Prime Minister did not want 
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to rob anyone of his status as a British subject, but was 
merely hoping to have the current confusion of mind on 
the meaning of British subject and South African or any 
other Dominion national cleared up, fell on ears deafened 
by prejudice, ignorance and excitement. A semblance of 
justification was given to the agitation by an article by 
Professor Berriedale Keith, which appeared in an English 
morning newspaper and was reproduced verbatim in various 
South African journals. Leading articles in various 
papers correcting Professor Keith’s views and exposing 
his misunderstanding of the subject were derided as 
servile attempts to cover up General Hertzog’s anti- 
British machinations. 

It was all rather absurd; but the fuss was considerable. 
The Imperial Conference resolution, defining British 
subject once and for all as a subject of the King in what- 
ever part of the Empire he or she might live, and clearly 
explaining what a Union or any other Dominion national 
is, killed the controversy stone dead. To all appearance, 
the last has now been heard of it, even from the hottest 
gospellers of the Dominion party. 

The only other local “ reaction” to the Imperial Con- 
ference at the moment is a rather tentative attempt by the 
** Malanites ” (Opposition Nationalists) to revive the 
ancient grievance about Union Ministers wasting time by 
visits to London and neglecting meanwhile the urgent 
needs of indigent white South Africans. The attack is not, 
however, very serious, even its sponsors seeming to realise 
that that cat will not jump high nowadays, particularly 
as the prosperity of the country is manifest, and govern- 
ment help to the white population’s wants has been for 
some years past so lavish that it could hardly have been 
surpassed if the Malanites themselves had been in power. 


Union of South Africa, 
July, 1937. 





NEW ZEALAND 


N the past three months there has been no legislation 

in New Zealand. Accounts of the Imperial Conference 
have been published mainly in the form of hearsay journa- 
lists’ reports; these, and the rather bald official summary, 
have aroused no particular response in this country, and 
announcements of policies to be adopted as the result of 
the Conference will presumably be deferred until the Prime 
Minister’s return. As to domestic matters, it is known that 
health insurance and superannuation schemes are under 
consideration, but the Government has given little precise 
indication of its legislative plans for the session due to 
begin in August. The period under review has been one 
of political consolidation, and of detailed administration. 
On the one hand, the two political parties have carried 
through some important steps in reorganisation. On the 
other, the development of Government schemes gives an 
increasing amount of evidence on which to base an objective 
judgment of Labour’s record. 


J. THe NATIONAL Party 


N the view of Mr. Hamilton (the new leader of the 

National party) the contrast between Labour unity and 
anti-Labour confusion accounts for the Labour victory in 
November 1935.* ‘“‘ We put them in ourselves ”’, he said. 
“They secured control because the other parties failed in 
their organisation.” However, with the shock of defeat, 
the reorganisation of the anti-Labour forces has been 
put in hand. A conference held in Wellington on May 13 


* See THE Rounp TasLE, No. 101, December 1935, p. 202, and 
No. 102, March 1936, p. 426. 
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and 14, 1936, swept away the remains of the United and 
Reform party organisations and set up a new party, the 
National party, with a new constitution and new organisa- 
tion. The constitution, it is claimed, is “ probably the most 
democratic of any party in the world”. Its basis is the body 
of party members in each electorate. They choose their 
own parliamentary candidate and also the electorate 
committee, which in turn sends delegates to divisional 
councils and to the party conference. The conference 
includes also the party’s members of Parliament and 
representatives from women’s and junior organisations. 
The conference chooses the president and other officials, 
and elects the Dominion council, which administers the 
party’s affairs. The members of Parliament elect their 
own leader. 

This constitution was framed in May 1936. Since then, 
we are told, “solid progress ” has been made in organisa- 
tion throughout the country. So far, however, the party’s 
policy has not been formulated. It is stated in the con- 
stitution in general terms: “ To unite all men and women 
of good will who are unswervingly loyal to His Majesty 
the King ”, and who, realising the advantages accruing 
to New Zealand from membership of the Empire, desire to 
promote the Empire’s political and economic unity; “ to 
formulate and carry out policies designed to benefit the 
community as a whole . . . to pursue a policy of pro- 
gressive social and humanitarian legislation”. But there 
are great difficulties in the way of drafting a detailed 
programme. The National party aims at including all 
those opposed to the present Government. But Labour’s 
opponents have many different ideas and interests, and they 
are apt to disagree when positive action is to be decided 
upon. Unity, says Mr. Hamilton, was threatened over the 
choice of a leader, and it may be threatened again over the 
framing of a policy. Accordingly, all the party’s supporters 
have been asked for suggestions, so that the members, 
not the leaders, will decide the policy. Mr. Hamilton hopes 
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that the ultimate result will “‘ be as far as possible mutually 
satisfactory to the farmers’ unions and to the chambers 
of commerce ”’, and that “‘ farmer, business man and worker 
will all be catered for ”. 

Presumably the National policy will be defined at the 
conference to be held in August next. Meanwhile, however, 
some information as to the party’s basic ideas has been pro- 
vided by the speeches of Mr. Hamilton and his followers 
during a recent campaign throughout the country. Mr. 
Hamilton has promised “a stand for private enterprise, 
personal responsibility, and individualism ... and the 
preservation of existing society”. He argues that Cabinet 
Ministers should be chosen from the community of business 
men. They are “the most responsible section” of the 
people; they have shown their capacity to manage New 
Zealand by coming to the front in the world of private 
enterprise; and they have been trained to govern in “ the 
school of business management and hard work”. By 
contrast, Labour members have shown their lack of 
competence to govern New Zealand by failing to be 
“selected to manage businesses”. This business men’s 
Government would be supported by “ responsible people ” 
of all classes, especially by the farmers, “ whose natural 
alliance was with the business man and professional man 
of the city ”, and as far as possible it would be guided by 
the classical principles of /aissex-faire. It seems clear that, 
in Mr. Hamilton’s view, a Government’s function is to 
“maintain law and order”, not to conduct businesses 
(except in certain exceptional cases, such as the post office). 
The country’s economic life should be left to the play of 
economic forces, and to the wisdom of business men and 
farmers. Government interference, though sometimes 
necessary, is evil, whether in the form of taxation, of 
regulation, or of direct management. Such are the main 
ideas of the National party, as explained in outline by its 
official spokesmen. 
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II. THe Lasour Party 


OR many years the Labour party has had a solid 

organisation throughout the country. It has a twofold 
basis of membership: “ ordinary ” members, who accept 
the party’s policy and organise themselves in branches, and 
“ affiliated > members—that is, the members of workers’ 
organisations (normally trade unions) which accept the 
party’s policy and affiliate with it. (“ By ‘ workers’ is 
meant any person who performs social service by hand or 
brain.”) Branches and affiliated organisations send dele- 
gates to a Labour Representation Committe (L.R.C.), 
which is the main organising body in each electorate. 
The work of these L.R.C.s is co-ordinated by divisional 
councils (one representative from each electorate, appointed 
by its L.R.C.) and by the national executive. The “supreme 
governing authority ” of the party is the conference which 
meets each Easter, and at other times in cases of emergency. 
It is composed of two delegates from each L.R.C., and of 
delegates from branches and affiliations in proportion to the 
membership of each. It elects the party’s president, vice- 
president, and secretary, and also the national executive, 
which “ shall act for the party when conference is not in 
session”. Candidates for parliamentary elections are 
chosen from an “ approved list ”, which is recruited from 
names sent up by branches and affiliations, subject to veto 
by the national executive. Candidates for particular 
electorates are chosen from the approved list by a ballot 
of ordinary and affiliated members resident in the electorate. 
The party is financed by a subscription of 2s. 6d per year 
from each ordinary member, and by a fee of 1s. per member 
per year paid by all branches and affiliations. 

If this constitution is compared with that of the National 
party, it will be seen that on the whole the Labour organisa- 
tion is more solid. It gives greater power of discipline 
and control to the national executive, and (as regards 
parliamentary candidates) it imposes the caucus pledge: 
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“ that if elected to Parliament, I will vote on all questions of 
policy in accord with the decisions of a majority at a duly 
constituted meeting of the parliamentary representatives 
of the party”. At present, too, leadership is strong and 
determined. According to the constitution, supreme 
power in the party is vested in the annual conference. 
In practice, however, the conference is an unwieldy body 
(in 1937 there were over 500 delegates), and its work is 
inevitably guided to a considerable extent by the executive. 
Further, the present Cabinet has claimed a remarkable 
degree of independence. Mr. Fraser (Acting Prime 
Minister) plainly told the Easter conference that its resolu- 
tions were not binding on the Government, but were ex- 
pressions of opinion, to be acted upon or not at the Govern- 
ment’s discretion. “ The final word lay with the Cabinet, 
after consultation with caucus and the party’s national 
executive. The Labour party, as Government, was now 
responsible for the welfare of the whole community.” * 
This claim was accepted by the conference. No doubt 
there were some who criticised such acquiescence, and the 
conference may yet assert its claims, particularly if hard 
times come again, or if a strong radical movement should 
develop among the rank and file. 

New possibilities for such a movement have been 
opened up by an important recent development in trade 
union organisation. In this country trade unionism has 
spoken with many voices, which have often been dis- 
cordant. As recently as the beginning of this year two 
prominent union leaders conducted a violent controversy 
against each other in the conservative press. This was 
perhaps the final incident that stimulated a strenuous 
attempt to give the whole trade union movement some 
national organisation and national unity of policy. The 
task was undertaken at a “‘ National Industrial Conference ” 
held in Wellington in April, 1937; and we now have a 


* The Standard, April 8, 1937. The Standard is the “‘ official organ 
of the New Zealand Labour movement ”’. 


876 





THE LABOUR PARTY 


new “New Zealand Federation of Labour”, combining 
the industrial unions of the Alliance of Labour with the 
craft unions of the Trades and Labour Councils. 

If this Federation succeeds in co-ordinating and directing 
trade union policy, it will be of first-class importance in the 
political and economic life of the country. However, 
time alone will show whether it will succeed in healing old 
feuds and reconciling personalities that have often been 
antagonistic. The constitution merely gives an opportunity 
which may not be taken. It provides for local trades 
councils representing all unionists in each district. It sets 
up also a conference and national council, which will co- 
ordinate the work of district councils with that of nation- 
wide unions, which it is hoped will become the normal 
form of trade union organisation. The constitution is 
nevertheless strictly federal. Each union is to retain “ full 
self-government over its own industrial affairs”. Thus the 
situation is fluid, and Labour’s policy may be profoundly 
influenced by the Federation’s success or failure. 

Even if the Federation succeeds to the uttermost, it does 
not necessarily follow that Labour’s policy will become more 
“extreme”. For one thing, the thousands of new members 
recently recruited to the unions are not necessarily a source 
of strength. Many of them are fair-weather friends. Many 
more are members simply as the result of legal compulsion. 
Such men may in time become keen unionists. At present, 
they tend rather to “dilute” the militants and so to 
accentuate the tendency for unions to concern themselves 
primarily with problems of hours and wage rates rather 
than with socialism. Ultimate objectives are apt to be 
forgotten through preoccupation with the details of 
industrial legislation, and unionism tends to become in 
practice a defender of the present order. It will be easier 
to organise the Federation along these lines than as an 
instrument of militant socialism. 
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Ill. Housinc 


URING the past three months the Government’s 

housing scheme has emerged from the mists of con- 
troversy into the field of practice. Many houses are nearly 
completed. Rents have been announced. Lists of applica- 
tions for the first batch of houses have been closed. Most, 
though not all, of the essential information about methods 
and plans has been published. It becomes possible, there- 
fore, to give some kind of preliminary judgment on the 
scheme as a whole. 

The first point which stands out is that the housing 
scheme originated in an acute shortage of houses through- 
out New Zealand. No one knows the extent of that 
shortage, nor will exact knowledge be available until a 
proper housing survey has been carried through. Such a 
survey was provided for by an Act passed in 1935 by the 
Coalition Government, and it is now proceeding. Mean- 
time no one questions that a shortage exists; the only 
question has been how it might best be remedied. Some 
said that the work should be left to private enterprise, which 
would be stimulated to adequate activity by high and 
rising rents. The Government rejected this plan. Accord- 
ing to Mr. Lee (Parliamentary Under-Secretary in charge 
of Housing), private enterprise has never been able to 
provide adequate housing. Throughout the world today, 
he says, housing schemes are being carried through under 
government stimulus and financed by government money— 
for example, in Great Britain, where municipalities are 
building houses with money on which the net rate of 
interest is 1 per cent., this being the effect of government 
subsidies. As for New Zealand, Mr. Lee says that about 
20,000 houses have been built since 1926, of which “ at 
least 15,000 have been built with state money ”. 

To Mr. Lee, then, it was clear that the State must help 
energetically in the solution of the housing problem. 
Further, existing methods were inadequate. In spite of 
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state encouragement, building during 1936 had not reached 
pre-depression levels. ‘There was a prospect, too, that 
even this inadequate revival might be checked in the near 
future by world-wide rises in costs. Finally, home building 
through state advances has definite disadvantages. It is of 
comparatively little use to the wage-earner : and, says Mr. 
Lee, it is economically unsound in that it leads individuals 
to compete against each other with state money for land 
and materials. Such considerations, then, led the Govern- 
ment to decide on direct action : it would build the houses 
itself, and at once, and rent them to workers. 

The financial arrangements, the preliminary steps, and 
some of the preliminary criticisms have already been 
noted in THE Rounp TasLeE.* Meanwhile, the activities 
of the Housing Department have been felt all over the 
Dominion. Mr. Lee’s own account ¢ of the creation of 
that Department has an epic quality. One cannot but 
admire the combination of furious energy and scrupulous 
attention to detail which within a few weeks created a new 
department of state out of nothing at all. Mr. Lee set out 
to produce houses, not merely to construct a machine 
that would build houses during Labour’s next period of 
office. This meant haste, and with haste mistakes which 
will be avoidable in the future. It meant also that the 
Department could not hope to build the houses itself. 
To begin with, at least, it must content itself with letting 
the work on contract, that is, with using the existing 
machinery of the building and allied industries. This had 
the practical advantage of avoiding an immediate collision 
with these powerful interests. Mr. Lee hopes that in time 
workers’ unions may be able to tender for contracts on a 
competitive basis and do an increasing proportion of the 
work: tenders for some state houses have actually been 
submitted by a co-operative organisation of Wellington 


* No. 105, December 1936, p. 225; and No. 107, June 1937, p. 685. 
See also New Zealand Official Yearbook, 1937, Pp. 445. 
} Standard, March 11, 1937. 
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carpenters and joiners. Meanwhile, however, the Housing 
Department supervises in a minute and efficient manner the 
activities of the capitalist firms that are carrying out the 
State’s housing schemes. 

On May 24 the rentals of the new houses were announced. 
They range from £1 per week for a three-roomed flat to 
£1 13s. 6d for a six-roomed house, subject in each case to 
2s. 6d rebate for good tenancy. This rent is supposed to 
include provision for repairs, interruption of tenancy, etc., 
and also for repayment of the capital cost during the 
estimated life-time of each house. These rents were higher 
than some had expected. But Mr. Lee says that he could 
easily find 20 tenants for each house available, and that 
applications for houses have been more numerous after 
than before the announcement of the rentals. 

The demand from prospective tenants is so keen that, for 
the present, state and private building can proceed side by 
side without serious mutual interference, except that both 
compete for a limited and inadequate supply of skilled 
labour. At first there was fear that state rentals might be 
fixed so low as to make private building unprofitable. 
In the view of persistent critics it is now clear that this will 
not be the case, and private building, which fell away 
when the housing scheme was first announced, has since 
partially revived. In short, so long as it does not undercut 
private rents too seriously, the State can build many 
thousands of houses and rebuild many congested areas 
before the falling-off of demand will compel it to decide 
the relations between the state and private building indus- 
tries. Mr. Lee, however, hopes that 2,500 houses will be 
finished by the end of this year, and that thereafter con- 
struction may proceed indefinitely at the rate of 5,000 or 
more per year. Activities on such a scale will some day 
force the State to decide deliberately whether or not 
it will undertake the responsibility of providing a// the 
housing that may be necessary. By that time, too, the 
State, as a landlord on a huge scale, will be faced with other 
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problems: with defaulting tenants, for example, or with 
tenants’ associations organised to demand concessions on 
the eve of an election. 

Mr. Lee refuses to be daunted by such problems. For the 
present his department can proceed under full pressure 
without having to undertake all the housing construction 
in New Zealand. Discontented tenants need cause little 
trouble while hundreds of would-be tenants are clamouring 
at the door. Again, the law is to be altered to provide 
simplified Court procedure against defaulters, and to 
arrange that rent due to the State may be deducted at the 
source from a defaulting tenant’s wages. Mr. Lee is 
confident that in normal times the State Advances Corpora- 
tion (which will manage this side of the business) will have 
no difficulty in administering the new houses as a sound 
business proposition. If pressed, he might admit that 
another depression like the last would throw thousands of 
houses back into the State’s hands. But in the view of his 
Government that depression was due to a policy of de- 
flation: and they hold that if any future Government 
follows such a policy it deserves all the trouble it may meet 
from tenants or from anyone else. 

To sum up: the state housing scheme arose from a 
practical necessity, as seen by a Government pledged to 
action. Its progress suggests that the technical problems 
can be solved and that the State can provide houses of good 
quality, and let them at rents which are popular but not so 
low as to dislocate existing housing schemes and private 
enterprise. Yet, as the scheme develops, it will raise 
difficult questions of broad policy, and may well lead the 
Government to a further extension of state activity and 
control. 


IV. GUARANTEED PRICES 


UCH the same might be said of the guaranteed price 

for dairy produce. That scheme, says Mr. Savage, 

has a practical basis—the pressing need to save farmers 
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from bankruptcy—and it has nothing to do with the 
socialisation of means of production. And, as things stand, 
the scheme has definitely benefited dairy farmers. For 
example, they have received an assured price throughout 
the present season, including the period when London 
market prices were well below the level corresponding 
to the pay-out in New Zealand. Again, the scheme brought 
about a reorganisation of marketing in England, on 
the basis of preparatory work done in earlier years. In 
February last, when the price of butter was low, the 
Primary Products Marketing Department was roundly 
blamed; but it is now generally admitted that the new 
system of marketing in England is a great improvement 
on old methods, and that it commands the support of the 
London merchants. Such facts are realised, but many 
difficulties have emerged in the working of the guaranteed 
price plan, and there is no lack of suggestions for its 
improvement. 

One of the most awkward of the problems that has come 
to the front during the present season is that of the relation 
between the cheese- and butter-producing sections of the 
industry. The guaranteed price was calculated to give the 
suppliers of the average cheese factory 14d per lb of butter- 
fat more than the suppliers of the average butter factory, 
who can retain the skim milk for farm purposes; but on 
actual results up to the present it seems likely that many 
of them will not receive this premium in full. Further, 
London prices during the year have been less favourable 
for butter than for cheese, with the result that the butter 
account will probably close with a deficit, and the cheese 
account with a surplus. Consequently those interested 
in cheese feel that they are being penalised in favour of the 
butter-makers, and during the autumn season a number of 
“dual-plant” factories actually changed from cheese to 
butter. If such a change became general it would be 
disastrous for the industry as a whole, in view of relatively 
good prospects for cheese-marketing in England. This 
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situation illustrates one kind of difficulty which may be 
expected to arise from a scheme of guaranteed prices. 
If the cheese factory supplier is sufficiently discontented the 
only ultimate answer is a further extension of government 
control. For the present, however, the Government hopes 
to have met the cheese position by increasing next season’s 
margin to 2d per lb of butterfat. 

Meanwhile, the broad and very complex question of the 
relation between the guaranteed price and the other parts of 
the Government’s policy is raised by repeated demands that 
pay-outs should be substantially increased in order to enable 
the farmer to bear the increased costs brought about by 
the Government’s own action. It is, in fact, not questioned 
that costs are rising. The increasing cost of living affects 
farmers, like everyone else. Prices of farming machinery 
and materials are increasing. In cheese and butter factories, 
industrial legislation and union agreements have increased 
operating costs. Finally, the wages of farm labourers have 
been fixed and standardised. In the past every effort to 
achieve this through the Arbitration Court has been 
defeated. In 1936, however, the Agricultural Workers 
Act set out the minimum rates of wages for workers on 
dairy farms. The wage rate is linked with the guaranteed 
price; for the present it is for adults £2 2s. 6d per week 
plus keep.* The Act provides also that minimum wage 
rates may also be fixed in other branches of agricultural 
industry, after consultation with the employers and workers 
concerned. Such an extension has now taken place. 
After long negotiations between the Farmers’ Union, the 
Sheep-owners Federation and the New Zealand Workers’ 
Union, an agreement was reached and by order-in-council 
has become law. Briefly, workers on wool, meat, and grain 
farms are to receive the same wages as dairy farm workers 
(£2 2s. 6d per week with keep) until July 31 next. At that 


* See THE Rounp Taste, No. 105, December 1936, p. 231; and 
an article by E. J. Riches in the International Labour Review, March 
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date the guaranteed price comes up for revision, and with 
it the wages of dairy farm workers. If they receive an in- 
crease, it will be shared by those covered by the new 
agreement, up to a maximum wage rate of £2 5s. od per 
week for adults. The rates to be paid after August 1938 
will be decided by the Government after further negotiations 
next year. 

Facts are not yet available on which to judge accurately 
the net increase in farmers’ costs brought about by these 
various factors,* accentuated as they are by the rise in 
oversea price levels, but farmers urge that the increase is 
substantial. They complain that during the present period 
of high prices they are prevented from accumulating 
reserves, while costs are being fixed at boom levels so 
tigidly that when oversea prices fall the necessary adjust- 
ments in costs will be difficult or impossible to make. The 
moral drawn by farmers’ organisations is that the guaranteed 
price for next season should be a very substantial increase 
on that for 1936-37, and that the Government should 
give the farmers a retrospective payment to cover “ the 
heavy increase in farming costs” during the season that 
is just closing. There is, then, a strong demand for an 
increase in the guaranteed price at a time when there is a 
prospective deficit on the first year’s operations of the 
scheme. This situation raises a fundamental question. Is 
the guaranteed price to be a means of subsidising the dairy 
industry, or does it merely aim at price stabilisation ? 
This question will soon have to be answered, but the de- 
cision will be a difficult one to make. In spite of an 
ambiguous phrase used in the budget speech, it seems that 
Mr. Nash’s idea was stabilisation, not subsidy. There is 
the same suggestion in an important statement made by 
the Minister of Agriculture on June 23. “ We cannot go on 
raising the guaranteed price again and again”, he said, 


* See report of Guaranteed Prices Investigation Committee, 
published on May 25, 1937. The current guaranteed price includes a 
certain allowance for estimated increased costs. There are certain 
indications that the increase in costs has often been exaggerated. 
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“but having once arrived at a fair price to pay for dairy 
produce we must turn our attention to cutting costs”. 
And he gave suggestions concerning how this was to be 
done : by reducing interest rates and the prices of fertilisers, 
by rationalising methods of production, and by further 
development of the zoning system. 

This statement gives valuable evidence that the Minister 
is alive to one of the most urgent problems of the dairy 
industry. All the same, the present situation shows clearly 
enough some of the political and economic difficulties of 
the guaranteed price policy. 


V. A PLANNED Economy ? 


R. SAVAGE has repeatedly repudiated any intention 

of interfering with private enterprise so long as 
private enterprise is functioning efficiently and giving good 
service. It is time for the Government to act, he says, 
when there is inefficiency or when any industry gets into 
difficulties. In such cases the Government will take 
responsibility for remedying the situation, either by re- 
organising private enterprise on a satisfactory basis, or by 
providing the necessary services itself. 

This is not an unfair summary of the Government’s 
attitude, but it must be admitted that in their view there are 
many examples of inefficiency in industry and marketing. 
A wide range of activities has been subject to enquiry or 
regulation. Some new government monopolies are in 
prospect, notably in transport, and drastic reorganisation 
as the result of government action seems likely in the taxi 
trade, the fruit industry, and marine fisheries. The market- 
ing of onions and bacon has been subject to state regulation. 
So has the white pine industry, and the importation of 
citrus fruits. Further control of honey marketing has been 
suggested, and a plan for the revival of the flax industry 
has long been under discussion. The list might be extended. 
There is every indication that private enterprise is to be 
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regulated more and more. To an increasing extent, too, 
the State is taking an active part in the economic life of the 
country. It owns land, holds mortgages, and is by far the 
biggest employer of labour. It markets goods, operates 
important insurance and trustee businesses, and controls 
directly or indirectly the Reserve Bank and the biggest 
trading bank (the Bank of New Zealand). 

In attacking economic problems, and in extending the 
scope of state activities, the Labour Cabinet has carried 
further the tradition established by its predecessors, which 
is in fact part of a world-wide tendency.* But nowadays 
so much power rests in the Government’s hands that the 
question of objectives is inevitably raised. 

The objective of the Labour party is plainly stated as 
“ socialisation of the means of production, distribution and 
exchange”. This is to be obtained by “the conquest of 
political power by constitutional means; the extension of 
the organisation of the workers in industry, together with 
the co-operation of all who render social service, to the end 
that society may be controlled in the interests of all the 
people”. Alongside official objectives should be placed 
recent decisions by the party conference, and also state- 
ments of policy by leaders. For example, last Easter a 
small minority invited the conference to re-state the 
objective in these terms: “ That the objective of the party 
is the overthrow of capitalism and the establishment in its 
place of socialism, meaning by socialism the public owner- 
ship of all sources of wealth and exchange, co-operatively 
controlled by the workers engaged therein”. This pro- 
posal was rejected “by a very large majority”. And by 
487 votes to 14 the conference refused to grant affiliation to 
the Communist party, on the ground that “ Labour 
doctrine was for constitutional and democratic action and 
communism stood for revolutionary violence and dictator- 
ship”. In official statements on policy there is some 
confusion. The National President told the party 


* See Report of Director, International Labour Office, 1937. 
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conference last Easter that socialism is being carried out; 
but Mr. Savage has repudiated with some warmth the 
suggestion that some of his party’s measures were steps in 
the direction of socialism. He said that they were business- 
like and sensible measures to meet immediately pressing 
problems, and added that “ the socialisation of the means 
of production will look after itself if we face the current 
problems in an intelligent fashion ”’. 

In view of such contradictory statements it is best to 
take as basis for judgment policies that have been actually 
carried out or formulated in detail. Of such policies, state 
housing and guaranteed prices are typical. Study of them 
suggests that we are heading for a “ controlled economy ”, 
but makes it hard to believe that the Government has been 
working on a coherent plan with a clear-cut conception of 
the new order. However, difficulties that have arisen may 
compel the hammering out of such a plan. To give one 
example only—the rising cost of living threatens to take 
from the wage earner most or all of the benefits recently 
conferred on him. This challenges the Government to 
exercise control of a kind far wider than at present it seems 
to contemplate. In short, the present position suggests 
that, unless the Government is willing to witness passively 
the frustration of some schemes actually launched, it 
must be prepared to fight for the success of its policy by 
facing the difficulties of a planned economy, and trying to 
meet them in advance. It may be that these difficulties are 
insuperable, but success cannot even be hoped for unless 
the necessary research and planning are put in hand at 
once. It seems that some Ministers and civil servants are 
thinking along these lines, but the attitude of the Govern- 
ment as a whole is still in doubt. 


New Zealand, 
July, 1937. 





APPENDIX 


THE IMPERIAL CONFERENCE, 1937: SUMMARY OF 
PROCEEDINGS 


Certain passages have been omitted from the official text, which is 
contained in Cmd. 5482. These omissions are clearly indicated. 


Apart from this, at no point has the text been altered in any way.— 
Eprror. 


I, PRELIMINARY NOTE 


[Omitted] 
II, THE CORONATION 


HE Conference met on the morrow of the Coronation of a 

new Sovereign. In the speeches at the opening Plenary 
Meeting of the Conference on May 14 reference was made to 
the lasting character of the foundations of the British Common- 
wealth of Nations as laid down at the Imperial Conference of 
1926, and the Delegates declared their faith in the principles of 
liberty and co-operation under the Crown as the inspiration 
of the Commonwealth relationship and as the guiding principles 
of all their deliberations. There was general recognition of the 
significance of the Coronation ceremony and it was noted that, 
as a result of communication between the Governments con- 
cerned, the forms of the Coronation Service had been adapted 
to accord with the new constitutional relationships. Reference 
was made in particular to the significance of the changes in the 
Coronation Oath, the first paragraph of which as taken by King 
George VI reads :— 


Will you solemnly promise and swear to govern the peoples 
of Great Britain, Ireland, Canada, Australia, New Zealand and 
the Union of South Africa, of your Possessions and the other 
Territories to any of them belonging or pertaining, and of your 
Empire of India, according to their respective laws and customs ? 


The position may be summed up in the words of Mr. Mackenzie 
King :— 

. . . Particularly significant was the new form of the 

Oath by which the King solemnly declared the sense in 

which he has accepted the Crown. For the first time 
888 





APPENDIX 


South Africa, New Zealand, Australia, Canada are expressly 
named. His Majesty thus records that sovereignty is to 
be exercised in the interest of the peoples of Canada, and 
the other countries set forth, according to their own laws 
and customs. For the first time in this great ceremony it 
was recognised that the relationship between the King and 
his people of Canada is direct and immediate. The Oath has 
long embodied the principles upon which our system of 
democratic governance is built. It now recognises that the 
relationships of the several peoples under the Crown, one 
with another, as well as with foreign states, have become 
interpenetrated by the ancient principles of freedom and the 
rule of law. Thus it may be said that the new Oath, pre- 
serving the old and findin Sox for the new, embodies in 
simple fashion our political faith, and mirrors the structure 
of this group of free, equal and autonomous states known as 
the British Commonwealth of Nations. 


III to VIII 


[These sections refer to the Loyal Message and His Majesty’s reply, 
the opening statements, the arrangement of the work of the Conference, 
publicity arrangements, His Majesty’s birthday, and the death of Sir 
Robert Borden.| 


IX. ForemiGN AFFAIRS 


At the Plenary Meeting of the Imperial Conference on May 
14, the Chairman made the following statement in the course of 
his opening speech :— 


Though we shall discuss other important subjects, we are 
agreed that questions of foreign affairs and defence shall be our 
main subjects. It is fitting that they should be. For we are 
met at a time when the international situation is difficult and even 
threatening, and the responsibility rests upon us to see that our 
deliberations not only are of service to ourselves but also may help 
in some measure towards the solution of those international 
problems which are now perplexing the world. 


Similar views were expressed by other speakers. . . . A series 
of meetings, of which the first took place on May 19, was 
devoted to the consideration of various aspects of foreign affairs 
under the heads of the general international situation includin 
the League of Nations, the European situation, and the Pacific 
and the Far East. 

On behalf of His Majesty’s Government in the United King- 
dom, the Secretary of State for Foreign Affairs made compre- 
hensive statements under all these heads. He also kept the 
Conference informed of the current international situation, State- 
ments as to the views of their respective Governments were made 
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by the Prime Ministers of Canada, the Commonwealth of Aus- 
tralia, New Zealand, and the Union of South Africa, and by 
the Marquess of Zetland on behalf of the Indian Delegation. 
General appreciation of all these reviews was expressed. The 
statements on behalf of the Delegations were followed by full and 
frank discussion, and it was agreed that the exchange of views, 
especially at the present juncture of international affairs, was of 
great value to the representatives gathered at the Conference. 
During the discussions emphasis was laid on the importance of 
developing the practice of communication and consultation be- 
tween the respective Governments as a help to the co-ordination 
of policies. 

The Conference recorded the results of its deliberations on the 
subject of foreign affairs in the following statement :— 

The representatives of the Governments of the British Com- 
monwealth of Nations gathered in the Conference, have in the 
course of their proceedings had an opportunity of exchanging 
views upon foreign affairs and the international situation as it 
affects their respective interests and responsibilities. 

While no attempt was made to formulate commitments, which 
in any event could not be made effective until approved and 
confirmed by the respective Parliaments, the representatives 
of the Governments concerned found themselves in close agree- 
ment upon a number of general propositions which they thought 
it desirable to set out in the present statement.* 

Thus they agreed that for each member of the Commonwealth 
the first objective is the preservation of peace. In their view 
the settlement of differences that may arise between nations and 
the adjustment of national needs should be sought by methods 
of co-operation, joint enquiry and conciliation. It is in such 
methods, and not in recourse to the use of force between nation 
and nation, that the surest guarantee will be found for the improve- 
ment of international relations and respect for mutual 
engagements. 

Holding these views and desiring to base their policies upon 
the aims and ideals of the League of Nations, they found them- 
selves unanimous in declaring that their respective armaments 
will never be used for purposes of aggression or for any purpose 
inconsistent with the Covenant of the League of Nations or the 
Pact of Paris. At the same time, being impressed with the desir- 
ability of strengthening the influence of the League by the 
enlargement of its membership, they united in expressing the 

* It was understood and agreed that nothing in this statement should 
be held to diminish the right of His Majesty’s Governments in the 
United Kingdom, Canada, the Commonwealth of Australia, New 
Zealand and the Union of South Africa, and the Government of India 
to advocate and support their statements of policy as submitted to the 
Assembly of the League of Nations in September 1936. 


890 





APPENDIX 


view that this object would be facilitated by the separation of 
the Covenant from the Treaties of Peace. Observing that in 
respect of certain regions in which a number of States have 
special interests, regional agreements of friendship and collabora- 
tion between individual members of the British Commonwealth 
and the other States so interested have been entered upon or 
may be contemplated, they welcomed all such agreements insofar 
as they can be made to contribute to the cause of peace, and 
do not conflict with the Covenant of the League of Nations. 

They noted with interest the statement made on behalf of the 
Australian Delegation at the opening Plenary Meeting that 
Australia would greatly welcome a regional understanding and 
pact of non-aggression by the countries of the Pacific, and 
would be prepared to pullers to that end with all the peoples 
of the Pacific region in a spirit of understanding and sympathy. 
They agreed that if such an arrangement could be made it 
would a desirable contribution to the cause of peace and 
to the continued maintenance of friendly relations in the Pacific, 
and that it should be the subject of further consultation between 
Governments. 

They all desired earnestly to see as wide a measure of dis- 
armament as could be obtained. At the same time they were 
agreed that the several Governments of which they are the 
representatives are bound to adopt such measures of defence as 
they may deem essential for their security, as well as for the 
fulfilment of such international obligations as they may respec- 
tively have assumed. 

Being convinced that the influence of each of them in the 
cause of peace was likely to be greatly enhanced by their com- 
mon agreement to use that influence in the same direction, they 
declared their intention of continuing to consult and co-operate 
with one another in this vital interest and all other matters 
of common concern. 

The representatives of the several Governments concerned 
further had under review the possibility of reviving confidence 
and increasing the stability of economic and financial conditions 
in the world, a process which they considered essential to the 
prosperity of individual countries as well as to international 
peace. In order to assist in furthering this end, they declared 
themselves ready to co-operate with other nations in examining 
current difficulties, including trade barriers and other obstacles 
to the increase of international trade and the improvement of 
the general standard of living. 

Finally the Members of the Conference, while themselves 
firmly attached to the principles of democracy and to parlia- 
mentary forms of government, decided to register their view 
that differences of political creed should be no obstacle to friendly 
relations between Governments and countries, and that nothing 
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would be more damaging to the hopes of international 1 apie 
ment than the division, real or apparent, of the world into 
opposing groups. 

X. DEFENCE 


The Conference gave close attention to the subject of defence, 
and considered ways in which it would be possible for the 
Governments concerned to co-operate in measures for their own 
security. The occasion was taken for a detailed review of the 
state of defence in each of the countries represented at the 
Conference and this opportunity was generally welcomed. 

The discussions began with a review of the events which led 
up to the adoption by His Majesty’s Government in the United 
Kingdom of their rearmament programme, and of defence 
problems generally. The Members of the Conference noted 
with deep concern that since the session of 1930, international 
tension had increased in a marked degree, and that there had 
been a large and rapid increase in the armaments of all the 
principal Powers. They were impressed by the world-wide 
effect of these increased armaments on the international situa- 
tion and on the financial and economic position of the nations 
concerned, and while their go gt Parliaments had already 
recognised the necessity for taking measures to put their de- 
fences in order, they thought it of the highest importance that 
negotiations for the limitation of armaments should be re- 
opened whenever there was a reasonable prospect of success. 
They recognised with regret that notwithstanding the measure 
of success in the limitation of armaments attained by the countries 
concerned in the London Treaty for the Limitation of Naval 
Armaments of March 25, 1936, and in the Anglo-German 
Agreement of June 18, 1935, international conditions were not 
at the moment favourable to further progress in the direction 
of disarmament. At the same time, however, they acclaimed the 
efforts now being made to extend naval limitation to other 
countries. 

The statements made to the Conference by the Delegation 
of the United Kingdom concerning the rearmament programme 
of the United Kingdom reported the further developments in 
the organisation of the Committee of Imperial Defence, notably 
in improving the arrangements for joint planning between the 
three Defence Services and for the mobilisation of industry. 
Facilities are always given to Dominion representatives to attend 
Meetings of the Committee of Imperial Defence, if they so 
desire, when questions of defence affecting their respective coun- 
tries are under consideration. Attention was also drawn to 
the important progress made in recent years in the standardisa- 
tion by the Governments concerned of the training and equip- 
ment of the defence forces in different parts of the Empire, as 
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well as in uniformity of administrative practice in defence mat 
ters. Reference was made to the increasing importance of 
the industrial side of defence owing to the progress of technical 
development in armaments, and emphasis was placed on the 
advantages attending co-operation in the production and supply 
of munitions and raw materials as well as of food and feeding 
stuffs to meet the several requirements of the United Kingdom, 
the Dominions and India, and the Colonial Empire. 

The discussion was continued by the Delegations represen- 
ting the Dominions and India. The Conference was informed 
of the developments in the Canadian defence forces from 1926 
to the present time. After considerable reductions in 1931 
increased appropriations had recently been made for the Defence 
services of the Dominion. The strength of the Canadian naval 
and air forces had been increased, the militia had been completely 
reorganised and a policy of modernisation and mechanisation of 
equipment had been adopted. The industrial aspect of defence 
preparations had received close attention and a Committee of 
the Cabinet had been appointed to maintain active supervision of 
defence problems. 

The Sates organisation of the Commonwealth of Australia 
next received consideration. The basis of Australian defence 

olicy was described as participation in Empire naval defence 
or the protection of sea-borne trade, as a deterrent to invasion 
and as a general measure of defence against raids, combined with 
local defence to provide a further deterrent to and a defence 
against invasion and raids. The great importance from the 
Australian point of view of the Singapore base was noticed. 
The Conference was informed of the large increases in the 
defence votes in Australia under a Three Years’ Programme 
commenced in 1934 and that a new Four Years’ Programme 
overlapping the last year of the other Programme had been 
ut in hand. It was stated that the guiding principles of the 
mperial Conferences of 1923 and 1926 had been adopted by 
His Majesty’s Government in the Commonwealth of Australia as 
the basis of its policy and the main features of the programmes 
that sought to implement them were as follows :— 


(i) Naval Principles. . 


The construction of a new cruiser and two new sloops. 

The re-armament of the fixed defences and provision of air 
co-operation. 

Facilities for naval repairs and oil storage. 


(ii) Responsibility for Local Defence. 


In addition to strengthening the fixed defences of the im- 
portant ports, the Australian Government had recently provided 
a special increase in the Army vote to bring the Field Army of 
seven divisions up to its minimum nucleus establishment. The 
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strength of the permanent forces was also being increased and 
improvements were being effected in the efficiency, armament and 
— of the Army. 

The Air Force would complete this year Part I of the scheme 
laid down by Sir John Salmond, and have a first line strength of 
eight squadrons and 96 aircraft. 

The building up of the Munitions Supply organisation had 
reached the stage that the Government Factories had developed 
the capacity for the production of the various types of the ordinary 
requirements of the Army, Navy and Air Force, and these 
resources were being further expanded. A survey of civil 
industry was also being carried out to determine the possibilities 
of capacity for production, and to prepare plans for mobilising 
its resources in an emergency. 

The Government had recently arranged for the establishment 
of the aircraft industry on a sound basis and this would be an 
important adjunct to defence. 

As affecting the whole field of defence, great importance was 
attached by the Australian Delegation to the development of 
co-operation in defence matters between the several parts of 
the British Commonwealth. 

The Conference was informed that His Majesty’s Govern- 
ment in New Zealand also attached the greatest importance to 
close co-operation in defence matters. The Government were 
anxious to make sure that expenditure on the three Services 
was properly balanced and laid out so as best to enable the 
New Zealand forces to act in the most efficient way possible 
not only in the local defence of their country but also in Com- 
monwealth defence in co-operation with the forces of other 
countries of the Commonwealth. In this connection great im- 
portance was attached to the rang base. 

With regard to the Union of South Africa, it was recalled that 
matters of principle had been discussed and agreed between the 
Union Minister for Defence, Mr. Pirow, and United Kingdom 
Ministers during the visit of Mr. Pirow to London in 1936. South 
African expenditure on defence had recently been greatly in- 
creased, being in the last year nearly three times as much as in 
1932-33. Animportant feature of South African defence organi- 
sation was the preparation in peace-time of the industrial re- 
sources of the Union to meet possible military requirements in 
the event of war. 

The Conference was informed that the Defence Forces of 
India are designed primarily to meet a possible attack on the 
North West Frontier and to cope with the ever-present problem 
of dealing with the tribesmen in that region, in addition to 
maintaining internal law and order. It was recognised that the 
Army in India is fully eo for these purposes and consti- 
tutes a force which is as well prepared as any other to take the 
field if the occasion arises. 
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The Conference took note of the measures, recently adopted 
by the various countries represented at the Conference, often at 
a heavy cost, and recognised that the increased programmes of 
armaments were no more than sufficient for the defence of their 
territories and trade and the fulfilment of such obligations as 
each might have assumed. 

The Conference recognised the vital importance of measures 
to safeguard maritime communications, including routes and 
water-ways essential to defence and trade, and to provide naval 
bases and facilities for repairs and fuelling of ships. 

The Conference accordingly was glad to be informed that 
steps have been taken with these ends in view and in particular 
that substantial progress has been made towards the completion 
of the naval base at Singapore and its defences, with the aid of 
the generous financial assistance received from various parts of 
the Empire. 

With regard to land forces, the Conference observed the 
various duties which the Regular Forces of the United Kingdom 
and India have performed in protecting British interests and 
the frequency of the occasions on which it has been necessary to 
despatch reinforcements to several parts of the world. 

The Conference heard with satisfaction of the important steps 
taken by His Majesty’s Government in the United Kingdom for 
the maintenance of a Home Defence Air Force of sufficient 
strength to afford adequate ee attack by the 
strongest air force which may be at any time within striking dis- 
tance of the shores of the United Kingdom. In this connection 
the Conference took note of the extensive preparations that are 
being made by His Majesty’s Government in the United King- 
dom in the spheres of both active and passive defence against 
air invasion. 

The Conference also recorded the progress made by the 
several Governments in creating and maintaining an adequate 
chain of air bases and refuelling stations along the lines of com- 
munications between the different parts of the Empire. 

The Conference noted with satisfaction that in accordance 
with recommendations of previous Conferences a common 
system of organisation and training and the use of uniform 
manuals, patterns of arms, equipment, and stores had been 
adopted, as far as practicable, for the naval, military and air 
forces of their several countries. Each of them would thus be 
enabled to ensure more effectively its own security and, if it 
so desired, to co-operate with other countries of the Common- 
wealth with the least possible delay. The interchange of in- 
dividual officers of the naval, military and air forces of the 
countries was recognised as conducing to the dissemination of 
the experience acquired by the officers concerned under the 
widely different conditions existing in various parts of the Empire. 
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Defence Councils or Committees have been established in the 
Dominions. Considerable advantage has been taken by the 
Governments represented at the Conference of the facilities 
afforded by the Imperial Defence College in London for the 
education of officers in the broader aspects of strategy. 

The Conference gave careful attention to the question of 
munitions and supplies required for defence both by the United 
Kingdom and other parts of the Commonwealth, and also 
to the question of the supply of food and feeding stuffs in 
time of emergency. The Conference was impressed with the 
value of the free interchange of detailed technical information 
and recommended that it should be continued between the 
technical officers of the Governments concerned, it being under- 
stood that any questions of policy arising in connection with 
any such technical exchange and discussion would be submitted 
to the respective Governments for decision and that each 
Government reserved to itself complete freedom of decision and 
action. 

In the course of the discussions, the Conference found general 
agreement among its members that the security of each of their 
countries can be increased by co-operation in such matters as 
the free interchange of information concerning the state of their 
naval, military and air forces, the continuance of the arrange- 
ments already initiated by some of them for concerting the scale 
of the defences of ports, and measures for co-operation in the 
defence of communications and other common interests. At the 
same time the Conference recognised that it is the sole responsi- 


bility of the several Parliaments of the British Commonwealth to 
decide the nature and scope of their own defence policy. 


XI. GENERAL REVIEW OF THE PROGRESS OF EMPIRE TRADE AND 
ALLIED QUESTIONS 


. . . It had been agreed that questions arising out of the 
Ottawa Agreements could best be dealt with as occasion offered 
in separate discussions between the individual Governments 
concerned and apart from the Conference, and there was accord- 
ingly no discussion on matters of detail affecting trade between 
the different parts of the British Commonwealth of Nations. 
The meeting, however, afforded a valuable opportunity for 
an interchange of views between the representatives of His 
Majesty’s Governments on economic questions of general 
concern. 

. . . In the course of the proceedings suggestions were made 
by the New Zealand Delegation as to Soult means of ensuring 
the regulated expansion of production and marketing in necessary 
foodstuffs and other commodities. 

Note was taken of a number of recent encouraging develop- 
ments in the economic sphere; the Declaration of September 
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1936, which the Governments of the United Kingdom, France 
and the United States of America made in connection with the 
devaluation of the franc and in particular the statement of 
these Governments that they “ attached the greatest importance 
to action being taken without delay to relax progressively the 
present system of quotas and exchange passat with a view to 
their abolition’; the informal investigation which the Belgian 
Prime Minister had been invited by the United Kingdom and 
French Governments to undertake as to the possibility of 
securing relaxations of quotas and other obstacles to international 
trade; and the steps taken by the United States Government 
in this connection. It was hoped that every effort that would 
tend towards the promotion of international trade would be 
maintained and encouraged. 

The outstanding feature of the discussion was the emphatic 
desire expressed by the representatives of every part of the 
British Commonwealth represented at the Conference that all 
practicable steps should be taken to secure the stimulation of 
international trade. It was recognised that in the last resort the 
prosperity of the countries of the Commonwealth depends on 
that of the world as a whole and that a healthy growth of in- 
ternational trade, accompanied by an improvement in the general 
standard of living, is an essentia] step to political appeasement. 


XIT. CotonrAL AFFAIRS 
[Omitted] 


XIII. Work oF THE IMPERIAL WAR GRAVES COMMISSION 
[Omitted] 


XIV. ConstIruTIONAL QUESTIONS 


Certain constitutional questions which had been raised by 
His Majesty’s Government in the Union of South Africa were 
considered by a Committee on Constitutional Questions under 
the Chairmanship of the Right Hon. E. Lapointe, K.C., M.P., 
Minister of Justice, Canada. Questions as to the Nationality of 
Married Women, which had been raised by His Majesty’s 
Government in the Commonwealth of Australia, were referred to 
the same Committee. 

The Committee presented the following Report, which was 
adopted by the Conference :— 

(i) Nationality. 

The Committee considered certain questions which had been 
raised in regard to the relationship between the common status 
possessed vd subjects of His mag th and the particular status 
of membership of any one of the individual communities form- 
ing the British Commonwealth of Nations. . . . 
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It was in no way suggested that any change should be made 
in the existing position regarding the common status based on 
the British Nationality and Status of Aliens Act of the United 
Kingdom and the corresponding enactments in other parts of 
the British Commonwealth. This common status is described 
by the term “ British subject”. The term does not, of course, 
mean a “ subject of Great Britain”. It is one of long standing 
as denoting generally all subjects of His Majesty, to whatever 
part of the British Commonwealth they belong. 

Attention was drawn to the fact .. . that British subjects 
not only have this common status but also, generally speaking, 
have a particular connection with one or other Member of the 
British Commonwealth. It was pointed out that in the absence 
of rules for determining the part of the Commonwealth with which 
any particular person has the connection just referred to, practical 
difficulties arise, or might arise, with regard to such matters as 
immigration, deportation, diplomatic action, extra-territorial 
legislation and treaty rights and obligations. 

The suggestion was made that these difficulties could be 
overcome if each of the Members of the Commonwealth were 


to undertake to introduce legislation, as some Members have 
already done, defining its nationals or citizens. It was however 
found that some Members of the Commonwealth were not 
disposed to introduce such legislation. Inthe case of the United 
Kingdom in particular, it was pointed out that the wide differences 
existing between the large number of separate territories, legal 


jurisdictions and races for which the United Kingdom was 
responsible would render impracticable the adoption of any 
single classification which would be in any real sense analogous 
to that expressed by the terms “national” or “citizen” or 
“member of the community ” in the case of other Members of 
the Commonwealth. Moreover it is the practice of the United 
Kingdom to make no distinction between different classes of 
British subjects as regards the grant of civil and political rights 
or the right of entry into and residence in the United Kingdom, 
and the paragraphs which follow must be read in the light of this 
position so far as the United Kingdom is concerned. 

It should also be mentioned that in foreign countries where 
there is no separate diplomatic or consular representation of a 
particular Member of the Commonwealth, the diplomatic and 
consular representatives of His Majesty, appointed on the 
advice of the United Kingdom Government, are prepared to 
afford protection and assistance also to British subjects belonging 
to that Member. No change in this practice is contemplated or 
desired; and it may well be that the diplomatic and consular 
es apogee eo on the advice of the Governments of 
other parts of the British Commonwealth would be prepared, 
should occasion arise, to undertake similar duties. 
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It was thought that a closer examination of the particular 
difficulties to which attention has been called might be of service 
with a view to removing points of obscurity, inconvenience or 
possible misunderstanding. 

The questions that arise are seen most clearly in the case of a 
part of the Commonwealth which has defined membership of its 
community in terms of distinct nationality, and that was the 
case first considered. But it was recognised that to a greater 
or less extent Members of the Commonwealth, whether or not 
they have given legislative definition to such a concept, do dis- 
tinguish for some practical purposes between British subjects 
in general and those British subjects whom they regard as being 
members of their own respective communities. ... When, 
therefore, persons are described in the following paragraphs as 
“members of the community” of a particular Member of the 
Commonwealth, the phrase is intended to have a rather technical 
meaning, as denoting a person whom that Member of the 
Commonwealth has, either by legislative definition of its nationals 
or citizens or otherwise, decided to regard as “ belonging ” to 
it, for the purposes of civil and political rights and duties, im- 
migration, Beoneiasion, diplomatic representation, or the exercise 
of extra-territorial jurisdiction. 

In the light of these considerations the following are the con- 
clusions which have been reached :— 

1. It is for each Member of the British Commonwealth to 
decide which persons have with it that definite connection, 
envisaged by paragraph 73 of the Report on the Operation of 
Dominion Legislation, 1929, which would enable it to recognise 
them as members of its community. It is desirable, however, 
to secure as far as possible uniformity in principle in the deter- 
mination by each Member of the Commonwealth, of the persons, 
being British subjects, to be regarded as members of its com- 
munity, and to avoid, as far as possible, the inconveniences 
which might arise if a particular person were to belong, at the 
same time, to two or more Members of the British Common- 
A i These objectives could be secured upon the following 

asis :— 


(1) Each Member of the Commonwealth would in the normal 
course include as members of its community :— 


(a) persons who were born in, or became British subjects by 
naturalisation in, or as a result of the annexation of, its territory 
and still reside there, and 

(6) persons who, coming as British subjects from other parts 
of the Commonwealth, have identified themselves with the 
community to which they have come. 


As regards those mentioned under (b) it is for each Member to 
prescribe the conditions under which any British subject coming from 
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another part of the Commonwealth will be considered to have so 
identified himself with the new community to which he has resorted as 
to become a member thereof. 

(2) . . . It is recommended that any Member contemplating passing 
a law on the membership of its community, should submit its proposals 
to the other Members of the Commonwealth, so as to enable them to 
offer observations thereon, if they feel so inclined. 

The object of this consultation would be to ensure agreement, so 
that other Members would not thereafter raise any objection to the 
consequences which would follow from the proposed action. . . . 

(3) In the event of a Member desiring to pass new or amending 
legislation dealing with Nationality or Citizenship, it might be faced 
with the problem of how to deal with those British subjects not born 
in, but at the moment residing in, its territory. One solution of this 
problem would be to provide for the inclusion of all such persons, 
coupled with the right of those not wishing to become nationals or 
citizens to opt out. If our recommendation as to consultation is 
—— each Member would have an opportunity of commenting, if it 
so desired, on the actual proposals so far as they might affect members 
of its community. 


2. Those Members of the Commonwealth which do not desire 
to proceed to a definition by legislation of the requirements for 
membership of their communities will consider giving effect 
administratively, in accepting responsibility for particular persons, 
to the principles contained in the foregoing paragraphs, subject, 
of course, to the provisions of any law which may, ae time to 
time, be in force. They may also find it expedient to give effect 


to some of the implications thereof by sac without the 
rf 


necessity of resorting to a definition o 
communities. 


e members of their - 


(ii) Treaty Procedure. 


As regards the nature and effect of the participation of Members 
of the British Commonwealth in a multilateral treaty, it was 
recognised :— 

(1) That each Member takes part in a multilateral treaty 
as an individual entity, and, in the absence of express pro- 
vision in the treaty to the contrary, is in no way responsible 
for the obligations undertaken by any other Member; and 

(2) That the form agreed upon for such treaties at the 
Imperial Conference of 1926 accords with this position. 


(iti) Nationality of Married Women. 

The Committee took note of the reference to the subject of 
the Nationality of Married Women contained in paragraph 
VI (¢) of the Summary of Proceedings of the Imperial Con- 
ference of 1930. In that paragraph it was stated that all the 
Members of the British Commonwealth represented at the Hague 
Conference of 1930 signed the Nationality Convention there 

900 





APPENDIX 


concluded. Since 1930 legislation on the lines recommended in 
the Hague Convention has been passed in the United Kingdom, 
Canada, the Commonwealth of Australia, and New Zealand, and 
the introduction of similar legislation in the Union of South 
Africa is contemplated. 

The Australian and New Zealand Delegations in opening the 
discussion called attention to the further legislation recently 
passed in the Commonwealth of Australia and New Zealand 
which does not affect the common status of British subjects but 
under which a woman who prior to her marriage was a British 
subject but ceased to be a British subject by reason of her mar- 
riage to an alien may retain within the Commonwealth of Australia 
or New Zealand respectively the political and other rights and 
liabilities of a British subject. 

A full discussion took place on the various aspects of the whole 
question. . . . 

It was not found possible to arrive at an agreement in favour 
of any change in the existing law. While therefore the Com- 
mittee was unable to put forward any recommendations, it was 
assumed that the matter would be the subject of further 
consideration by and consultation between the respective 
Governments. 


XV. Civit AVIATION 


Questions concerning civil air communications were referred 
to a Committee under the Chairmanship of the Hon. Sir Arch- 
dale Parkhill, K.C.M.G., M.P., Minister for Defence, Common- 
wealth of Australia. 

The Committee discussed the prospect of establishing a 
British Commonwealth chain of air communications inter- 
connecting all parts of the Empire, and the methods of co- 
operation which might be adopted by Members of the British 
Commonwealth with this aim in view. 

The Committee arranged that the proposed air services across 
the Tasman Sea and Pacific Ocean should be discussed by repre- 
sentatives of the Delegations concerned. 

On the recommendation of the Committee, the Conference 
adopted the following Resolution :— 


(i) Appreciating the many benefits, direct and indirect, 
immediate and potential, to be secured by nations possessing 
substantial and extensive civil aviation enterprises, the Con- 
ference is unanimous in its approval of the Members of the 
British Commonwealth of Nations pursuing a vigorous policy 
in regard to their air services, embracing expansion within 
each of their territories and interconnection between 
Members. 

(ii) In order to promote arrangements whereby air lines 
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of the Members of the British Commonwealth of Nations 
will link them together, the Conference affirms the willing- 
ness of the countries represented to co-operate with each 
other to the greatest possible extent. 

(iii) In emphasising the importance of continued co- 
operation in the development of air services connecting 
the territories of the various Members, the Conference recog- 
nises that the most effective method of oem and 
efficient organisation can best be settled by the Governments 
concerned in each particular case as it arises, but any method 
should recognise, where desired by a Government, local 
control not only over services operating within its own 
territory but also, by agreement with the other Govern- 
ments concerned, in adjacent areas in which it is particularly 
interested. 

(iv) It is agreed that, whenever an application received 
by one Member for facilities for foreign air services is likely 
to affect another Member, there should be consultation be- 
tween the respective Governments concerned before facilities 
are granted; and if an agreement has been reached between 
the Commonwealth Governments concerned as to the 
service to be required in return for such facilities, the Com- 
monwealth Government to whom the foreign application 
has been made will use its best endeavours to secure the 
reciprocal facilities agreed upon. 

*) The Conference notes with approval the practice 
followed by Nations of the Commonwealth whereby, when 
operational rights are granted to a foreign air line, the con- 
cession expressly provides for reciprocal rights as and when 
desired; and suggests for consideration the desirability of 
including in such concessions a general safeguard of the 
right of the Government, at its option, to take over the 
ground organisation within its territory on suitable terms. 


XVI. SHIPPING 


General questions arising in connection with shipping policy, 
including the work of the Imperial Shipping Committee, were 
referred to a Committee on Shipping Questions under the chair- 
manship of the Hon. Walter Nash, M.P., Minister of Finance, 
New Zealand. 

The Committee reviewed the position regarding British ship- 
ping (by which is meant all shipping registered as British 
wherever the registration be effected) in relation to the needs of 
the several parts of the British Commonwealth of Nations, and 
realised that the maintenance of adequate British shipping is a 
matter of common concern to the countries of the Common- 
wealth. 

The Committee also noted that certain forms and methods of 
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discrimination have latterly been adopted by Governments out- 
side the Commonwealth, whereby British shipping in certain 
areas is seriously prejudiced if not threatened with entire 
elimination. 

The Committee recommended accordingly that the Conference 
should reaffirm the Declaration relative to overseas shipping of 
the Imperial Economic Conference of 1923,* and that in any case 
in which it may be considered by the Government of one part of 
the British Commonwealth that undue assistance, to the serious 
prejudice and danger of British shipping, is being given by any 
Government outside the British Commonwealth, there should be 
an opportunity for consultation between the Government of that 
part of the Commonwealth whose shipping is endangered and 
the Government of any other part of the Comunale con- 
cerned, in order to determine the validity of the complaint and 
the best means of meeting the situation, due regard being had 
to the interests of the Government of that other part of the 
Commonwealth. 

One case of difficulty, arising out of the competition of subsi- 
dised ships running across the Pacific between the United States 
and New Zealand and Australia is under consideration by the 
Governments concerned (United Kingdom, Canada, Australia, 
New Zealand) with a view to maintaining British shipping on 
this route. This question was referred by the Committee to a 
Sub-Committee representing the four Governments, which 
reported that its discussions had not reached finality. The 
matter will continue to be dealt with by the four Governments 
in consultation. 

The Committee also noted that the Imperial Shipping Com- 
mittee is at present engaged upon an investigation into the 
= of British shipping in Middle and Far Eastern waters, 

aving regard to the increased competition of foreign flags. 

The Committee was informed that additional statistics relating 


* The Declaration reads as follows :— 


** In view of the vital importance to the British Empire of safeguard- 
ing its overseas carrying trade against all forms of Secomiansioa by 
foreign countries, whether open or disguised, the representatives of the 
Governments of the Empire declare— 


“(1) That it is their established practice to make no discrimina- 
tion between the flags of shipping using their ports, and that they 
have no intention of departing from this practice as regards 
countries which treat ocean-going shipping under the British 
flag on a footing of equality with their own national shipping. 

“*(2) That in the event of danger arising in future to the 
overseas shipping of the Empire through an attempt by a foreign 
country to discriminate against the British flag, the Governments 
of the Empire will consult together as to the best means of meeting 
the situation.” 
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to shipping are now being compiled in the United Kingdom, and 
each of the Governments represented on the Committee expressed 
willingness in principle to arrange for the provision of similar 
statistics in respect of their import and export trade. 

The Conference approved the Report of the Committee, and, 
on the recommendation of the Committee, adopted the follow- 


ing resolution with regard to the work of the Imperial Shipping 
Committee :— 


(3) The Conference is of opinion— 


(a) that it is desirable that the Committee should be con- 
tinued on the present basis, following the general lines proposed 
by the Imperial Committee on Economic Consultation and Co- 
operation in 1933, and deriving authority from, and being 
responsible to, the Governments represented at the Imperial Con- 
ference. The Conference would welcome the addition of a 
representative of Burma to the Committee ; 

(b) that a sum of £2,000 per annum should continue to be 
provided for the work of the Committee. . . . 


XVII. ComMirrEE ON CERTAIN ECONOMIC QUESTIONS 


Questions relating to the work of the Imperial Economic 
Committee and a proposal for the establishment of an Empire 
Agricultural Council were referred to a Committee on Economic 
Questions under the Chairmanship of the Hon. N. C. Havenga, 
M.P., Minister of Finance, Union of South Africa. 


(i) Questions Relating to the Work of the Imperial Economic 
Committee. 


On the Committee’s recommendation, the Conference adopted 
the following resolution :— 


. . . The Conference approves the continuance of the Imperial 
Economic Committee as at present constituted and would welcome 
a representative of Burma on the Committee. 

The Conference approves . . . that the annual fund of the 


Committee . . . to which the several Governments subscribe, 
should be £22,000 [in place of £20,000]. . . . 


(ii) Proposal for the Establishment of an Empire 
Agricultural Council. 


The proposal by His Majesty’s Government in the Common- 
wealth of Australia for the establishment of an Empire Agricul- 
tural Council was considered and fully discussed. . . . 

_It was agreed that the Governments of the Empire should 
aim at the greatest possible measure of co-operation in the 
examination of problems of common concern. Doubt was 
expressed, however, by certain representatives whether many 
of the problems were of a kind which could be best dealt with 
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by an organisation such as that proposed. Furthermore, 
before deciding to set up any new advisory or consultative 
body, it should be clear that it would not duplicate work which 
is within the scope of the already existing Inter-Imperial agencies. 
The constitution of the Imperial Economic Committee, whose 
terms of reference have been revised by the resolutions of 
successive Imperial Conferences, seemed, it was considered, to 
be well qualified to meet most of the functions proposed for the 
Agricultural Council. Moreover, co-operation in the inter- 
change of information concerning agricultural research is pro- 
vided by the Imperial Agricultural Bureaux. 

The opinion was also expressed that where the need arose for 
a common consideration of subjects of importance to different 
Empire countries, which could not be met by existing agencies, 
the best course would be to appoint ad hoc bodies for the purpose. 

For these reasons, the Comaioee, while appreciating the 


motives which inspired the Australian proposal, considered 
that the establishment of an Empire Agricultural Council is 
not called for, and recommended accordingly. 

The Conference took note of this conclusion. 


XVIII to XXI 


[These sections refer to the New Hebrides, Polar questions, the 


concluding resolutions, and the final Address to His Majesty the King- 
Emperor.] 
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